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Standard Gas and 
Electric Company 


One of the largest utility sys- 
tems under single manage- 
ment. 


Total earnings of present oper- 
ated companies over $137,000,- 
000 in 1925. 


Combined assets exceed $750,- 
000,000. 
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HM. Byllesby & Co. 
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Investors 
Should Read 
This Annual Report 


Send now for your copy of the Six- 
teenth Annual Report (for 1925) of 
Cities Service Company, just issued, 
and see for yourself the investment 
possibilities in the $600,000,000 Cities 
Service organization. 


‘When you read it, you will appreciate 
why Cities Service Company Common 
stock offers you a sound, exceptional 
investment opportunity. 


Your money invested in Cities Service 
Common stock at its present price 
earns you about 9% in cash and stock 
dividends. 


Send for Annual Report and Common 
Cucular C-15. 


Securities Department 
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VIRGINIA PUBLIC 
SERVICE COMPANY 


First Mortgage 20 Year 514% Gold 
Bonds Series A at the market price offer 
an attractive opportunity for investment. 
The company serves electric light and 
power to 137 communities, with a total 
population in excess of 220,000. Net earn- 
ings of, the company for the 12 months 
ended December 31, 1925 were more than 
2.27 times annual interest requirements on 


mortgaged bonds outstanding. 


We have prepared an attractive folder 
on Virginia Public Service Company 
showing the lines of this company which 
we will send upon request. 
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Southern 
Indiana 
Railway 


First 4s, due Feb. Ist, 1951 





A closed first mortgage 
| at the moderate rate of 

$30,000 a mile, on 241 
| miles of line, the southern 

portion of the Chicago,Terre 
| Haute & Southeastern sys- 
tem. Underlies $8,256,000 
Chicago, Terre Haute & 
Southeastern Refunding 5s 
and $6,336,000 Income 5s, 
due 1960. 


Price to Yield 5.657 


F. J. LISMAN & CO. 


Members New York Stock Exchange 
20 Exchange Place New York 
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Investments 


For those having idle*funds for 
investment, we have listed in our 
“May Suggestions” a well diversi- 
fied group of sound bonds yield- 
ing from 5.45% to 7.60%. Write 
for a copy today. 


Ask for folder F.M.-15 
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To the Shareholders. 


After paying $1,670,505.00 in dividends on its preferred stock, and six and one-half per cent (644%) on its common stock, amounting to 
$4,937,515.85, the Company added $6,372,358.13 to its Surplus and provided $8,342,837.41 for Reserves. The funded debt consists only of 


THE PURE OIL COMPANY 








$10,430,000.00 Sinking Fund Gold Notes: 


Current assets of $28,847,694.96 equalled more than three and one-third (3 1/3) times current liabilities of $8,561,056.67 at the close 
of the fiscal year, and in the course of that period current assets declined $5,741,764.85 against a reduction of $14,580,129.64 in current 


and funded liabilities. 


producing properties of the Humphreys-Boyd Oil Company in the Wortham field in Texas. 


During the year the Company disposed of its stock in the Pure Oil Pipe Line Company of Texas, at the same time making an 
arrangement by which The Pure Oil Company is safeguarded by a supply of crude oil for the Smiths Bluff and Marcus Hook Refineries 


in addition to its own production, to which the line was tributary. 


During a period of thirty days, the Company offered to its employees a plan for purchase of its 6% Preferred Stock, the installments 
to be deducted from the monthly salaries of subscribers over a period of four years. 
under this plan are very considerable, the response on their part exceeded expectations. 


about 8,500 employees through the year, of which approximately 5,450 were eligible to subscribe and 4,175, or 78 per cent., participated 
for a. total subscripticn of $4,325,700.00. 


During the year the contributory group insurance plan was put into effect, to which 95 per cent. of the eligible employees subscribed. 


The Marcus Hook Refinery was completely modernized and rebuilt during the year, and important additions to the refining capacities 
were made at the Muskogee and Heath Refineries, which will result in increased output, increased profits and economies of operation. 


The marketing facilities of the Company were increased and conditions in that department materially improved during the recent 
The profitable marketing of our products has been materially strengthened in all of the territory which the Company reaches, par- 


year. 


Twelfth Annual Report of the Directors—For the Fiscal Year Ended March 31, 1926 


Columbus, Ohio, 


Herewith is submitted the Twelfth Annual Report of The Pure Oil Company, for the year ended March 31, 1926. 


The outstanding common stock of the Company was increased in the amount of $4,454,350.00, which was issued for the purchase of 


While the benefits which the employees will realize 
The average payroll of the Company covered 


The plan does not contemplate the issuance of any new stock by the Company. 


ticularly in the southeastern section of the country. 


The net earnings of the Company are the largest in its history, and the outlook for the coming year is satisfactory. 


HENRY M. DAWES, President. 
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Gross Earnings .......... 


$118,715,184.02 





Costs and Operating Expenses 


Net Operating Earnings 


96,726,230.02 





21,988,954.00 





Add—Non-Operating Profits 


2,812,771.86 





Total Income 


24,801,725.86 





Deduct: 


Taxes, including Federal Income Tax.... $2,391,932.20 
Interest and Discount on Notes 


Deduct: 


Reserved for Depreciation and Depletion and Abandon- 


ment of Leases 


1,144,654.34 


Net Income Available for Reserves and Surplus.... 


3,536,586.54 
21,265,139.32 





Balance to Surplus 





8,342,837.41 
$12,922,301.91 









CONSOLIDATED STATEMENT OF INCOME AND SURPLUS FOR THE YEAR ENDED MARCH 31, 1926. 








Surplus April 1, 1925 


$53,128,541.02 





Add—Surplus Adjustments 


Deduct Cash Dividends: 
Preferred 


58,077.0 


$1,670,505.00 





Common 





Surplus at March 31, 1926 


4,937,515.85 








7 
$53,186,618.09 


$59,500,899.15 






66,108,920.00 







6,608,020.85 




























Property, Plant and Equipment 
Stock in Treasury 


CONSOLIDATED BALANCE 
ASSETS 





$184,374,270.47 





316,000.00 





Other Investments 


4,049,260.87 





Current Assets: 
Cash .. 





Marketable Securities 
Accounts Receivable 


Stocks of Finished 
Stocks of Crude Oils 
Material and Supplies 


Prepaid Insurance, Taxes, Interest, and Deferred Ch’gs 


Total Assets 


Notes and Trade aaerens Rec’ble 
US 22202-22200. 


$3,140,021.23 
250,000.00 
5,116,977.04 
738,823.79 
5,716,077.41 
10,014,126.74 
3,871,668.75 
28,847 ,694,96 
1,333,088.85 





$218,920,315.15 





SHEET AT MARCH 31, 


LIABILITIES, 








1926. 








Capital Stock Outstanding: 


























Common $75,959,250.00 
Preferred 23,000,000.00 
Preferred—The Moore Oil Refining Co. 800,000.00 
Funded Debt: 

Sinking Fund Gold Notes 

Current Liabilities: 

Accounts Payable 2,724,628.56 
Notes Payable 4,350,000.00 
Accrued Taxes 1,252,605.38 
Accrued Interest 233,822.73 
Surplus and Reserves: 

Compensation Insurance ..................-:sss0s+ 215,992.16 
Depreciation and Depletion ....................0 40,403,351.33 
Other Reserves 49,765.84 
Surplus 59,500,899.15 





Total Liabilities, 


Capital and 


———— 


Surplus 





CAPITAL AND SURPLUS 


aedieseapmighon $218.920,315.15 











$99,759,250.00 






10,430,000.00 









8,561,056.67 






100,170,008.48 
























The Financial World 





THE FINANCIAL WORLD | 


The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained fhis attitude, and will continue to do so, confident in its belief that 
as long as ‘Tt clings to this ideal it can count _upon _the ‘support of the investing public. 
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The Trend of Things 


@ There has been no important change in the domestic business situation; 
car loadings and bank clearings continue at a high rate and recent weather 
conditions have been more favorable not only to trade but also to the im- 
portant coming crops. In recent years car loadings have been the best 
trade indicators and probably will also be this year; 











@ The credit situation continues highly favorable and ample funds promise 
to continue being available at low rates for legitimate business. A gradual 
and prolonged decline in commodity prices and interest rates and rising 
bond prices continues in prospect; 






@ Settlement of the British general strike was followed by a revolution in 
Poland. Neither emergency is likely to have much effect on our domestic 
business situation. In April our imports again exceeded our exports; 


@ Investment securities continue to give an excellent account of themselves 
marketwise while the more speculative issues are subject to widely di- 
verse price movements with the broad trend continuing downward. The 
rails should respond to the excellent forthcoming April net earning re- 
ports and the western freight rate decision soon expected from the Inter- 
state Commerce Commission. 
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HE settlement of the British strike revolution is not likely to have any effect freight car loadings and bank clearings 
has left this country (and its se- on our domestic business. Our trade con- substantially above the same period last 
curity markets) just about where tinues at a high rate with consumption year. More favorable weather has been 
we were before it took place. The Polish and distribution of goods as reflected in helpful to business and rains throughout 











Average Prices on the New York Stock Exchange 


1920 1921 1922 _ 1923 _ 1924 — 1925 FEB. MAR _APR_MAY_JUN AUG_ SEP _OCT_NOV_ DEC 


1926 
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Gefen 


= 23 RAILROADS 
— 18 INDUSTRIALS 


(USING THOMAS GIBSON AVERAGES) 
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the country have been very helpful for the 
important coming crops. 

‘With commodity prices in a declining 
cycle, with industrial competition keen and 
with the net earning outlook for most in- 
dustrial companies beclouded it is not sur- 
prising that strictly investment securities 
(the value of which depends on interest 
rates) are giving an excellent account of 
themselves while the speculative industrial 
favorites fail to respond to the settlement 
of the British strike. The rails in the long 
run will benefit from a gradual decline in 
commodity prices and interest rates and 
are steadily increasing their efficiency, and 
April, 1926, net is expected to establish a 
record for that month. The long awaited 
decision of the Interstate Commerce Com- 
mission on the western freight rate ad- 
vance if favorable will doubtless be re- 
flected in the market price of the rails and 
recent rains have greatly improved crop 
prospects and rail traffic prospects. 


* * * 


@ The Business Prospect 


*% * * 


HE high rate of railroad carloadings 

and bank clearings attest to a con- 
tinuance of the high rate of distribution 
and consumption of goods throughout the 
country. The weather has taken a definite 
turn for the better and broadly speaking 
labor continues to be fully employed at 
wages representing a high purchasing 
power. There are isolated instances where 
this does not obtain, but there is nothing 
in the present picture to warrant the ex- 
pectation of anything but a continued high 
rate of consumption of goods. Unques- 
tionably on the other hand profit margins 
of many industrial companies are being ad- 
versely affected by declining commodity 
prices and increasing competition. The 
steel industry faces the probability of a 
seasonal decline in output during the com- 
ing months. It is doubtful if the motor 
industry can equal the high sales record 
established in 1925 during the balance of 
1926. The coming crops and the volume 
of new construction will have an import- 
ant influence on business activity during 
the latter part of the year. 


* * *% 
@ The Credit Situation 
* * * 


REDIT continues in increasing supply 
at more attractive rates. Our credit 


position is fundamentally sound and there. 


is what might be termed a redundant sup- 
ply available for legitimate business de- 
mands. Every present prospect points to 
the probability that interest rates will go 
lower and that the supply of credit will 
continue ample. The all important credit 
situation is in a very favorable position for 
business and sound securities. 


* * * 


@ Foreign Affairs 
* * . 
ITH the general strike called off in 
Great Britain (as was predicted in 
this department last week) it is probable 


that some basis for mining coal at eco- 
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nomic costs will be arrived at. The recall 
of the general strike can only be regarded 
as a victory for the government and a clear 
indication that communism has not yet 
won an important majority in the “tight 
little isle’ to its banners. The end of the 
general strike must be construed as a 
highly favorable development in foreign 
affairs. It can only result in further steps 
toward stability abroad. If the coal min- 
ers are finally forced to accept longer 
hours and lower wages industrial produc- 
tion costs in Great Britain will be cor- 
respondingly reduced and that country’s 
position in world trade correspondingly 
strengthened. What the Polish revolution 
that followed on the heels of the settle- 
ment of the British strike will amount to 
is hard to say. Conditions have been un- 
satisfactory from practically every angle in 
that buffer state. We have consistently 
advised against the Polish bonds. 


* ~ * 


@ The Crops 


* * * 


OOD recent rains have materially 

brightened the crop prospects in the 
west. Given favorable weather from now 
on there is every probability of an excel- 
lent winter wheat crop and an adequate 
spring wheat crop in the western states. 
Because crops represent a relatively larger 
proportion of the traffic of the western 
railroads their size and movement have an 
important bearing on net earnings. There 
is no question but that adequate facilities 
are available for the crops. 


* * * 
@ The Motor Industry 
* * * 


HAT lies ahead of the motor indus- 

try is always an interesting and 
highly speculative question. Even if labor 
continues well employed at good wages 
there is some doubt as to the ability of 
motor companies to sell as many cars in 
the remainder of 1926 as they did in the 
same period of 1925; there is even more 
doubt about the probable profit margin per 
unit. Judging by the price movements in 
motor common stocks some companies are 
faring much better than others thus far in 
1926. General Motors has given the best 
account of itself. Volume of cars sold in 
the year ended May 8 was slightly more 
than 1,000,000 and this company doubtless 
is in the strongest position and the safest 
stock to hold in the group. In the era of 
competition that lies ahead of the industry 
the more conservative investor will prob- 
ably do best if he avoids the motor stocks 
completely for the time being. 


* * * 
@ The Railroads 
* * * 


ITH a record-breaking March net 

behind them the railroads will soon 
be reporting for April. Earning compari- 
sons will be on a very favorable basis, as 
total net in April, 1925, was but $66,200,- 
000, compared with $83,515,000 in April, 
1923. There is every reason to look for a 
better net in April, 1926, than in any 
previous April and a gain of around 30 








per cent over the 1925 figures, slightly ip 
excess of the gain reported in March, 
would not be surprising in view of th 
large car loadings reported and the steady 
gains in efficiency being made. Whi 
prophecies of a business reaction are py. 
merous it does not appear that it wij 
amount to a major one unless new cop. 
struction activity declines sharply and the 
crops fail miserably. Certainly railroad 
volume has kept up to the most optimistic 
expectations and the car loadings in recent 
years have been a better indicator of cy. 
rent business conditions than most more 
or less erudite guesses. Probably the most 
important speculative development facing 
the rails as a whole, those of the northwest 
in particular, is the forthcoming decision 
of the Interstate Commerce Commission on 
the application of the western roads for 
higher freight rates. The roads have made 
out what appears to be an unassailable case 
and should they receive an increase indi- 
cating a willingness on the part of the 
Commission to carry out the mandate in 
the Transportation Act, that the roads re- 
ceive a fair return on a fair valuation, it 
would doubtless have a most pronounced 
effect on rail security prices generally and 
on those most benefited (the northwestern 
roads) specificially. But even assuming 
no increase is granted rail stocks as a 
whole are not overvalued at current 
prices; on the contrary they are the cheap- 
est group in the list on the basis of earn- 
ings, compared to market price and future 
net earning prospects. The medium-grade 
rail bonds are in a particularly good posi- § 
tion to score sharp gains not only because 
of the steady improvement in their invest- 
ment status but also because of the out- 
look for higher bond prices. 
















































































































































































































* * * 
@ The Securities Outlook 
* * * 





OW that the British general strike is F 

out of the way we are back to where 
we were. There has been no important 
change in our domestic situation. We still 
face the probability of lower commodity 
prices with their adverse influence on most 
industrial companies and their favorable 
influence or safe securities. We still have 
an industrial productive capacity in excess 
of normal consumptive needs and competi- 
tion promises to become keener during the 
coming months, and keen competition can 
only adversely affect profit margins and 
net earnings. We still have many indus- 
trial stocks selling at relatively high price 
levels despite the declines that have taken 
place. To single out our most prominent 
industrial stock we find U. S. Steel com- 
mon selling at 121 to yield 534 per cent 
with no near-term prospect for a dividend 
increase; volume of output promises to de- 
cline during the coming months. Yet 
Chesapeake & Ohio railroad common 
stock sells for the same price, pays SI 
more per share and has much larger eaft- 
ings per share with a more clearly defined 
earning outlook. Continue to advise com- 
fining commitments in stocks to good 
yielding rails and public utility preferreds 
and the high-yielding low-cost coppers. 
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Proper Utility Return 


@ The City of Baltimore assumes its principal public service enterprise can 
operate on a capital return of 6.75 per cent instead of 8 per cent because 


interest rates are lower. 


This contention is vigorously disputed ; 


@ The Publisher of THE FINANCIAL WoRLD has submitted this question, 
“What is the proper return?” to prominent authorities in the public utility 
field and the answers he has received cover this question from several in- 


teresting angles; 


@ Up to the present time when the legality of the 8 per cent return has come 
before the courts for adjudication their decision has upheld the fairness 
of the rate, and held attempts to force upon utilities a lower rate borders 
on confiscation.—EDITORS. 


HE general 
| impression 
has pre- 
vailed for years 
that the proper 
return on capital 
invested in pub- 
lic service enter- 
prises should be 
at least 8 per 
cent per annum. 
How this set fig- 
“ure was deter- 
mined is not 
known, unless it 
be through a 
general consideration that this per centum 
is sufficiently attractive to appeal to capital. 
In several important cases where the 
question of the proper rate of return has 
come up for review in the courts in New 
York State the return of 8 per cent has 
been adjudicated as a fair percentage and 
efforts to force a lower rate considered 
confiscatory. The United States Supreme 
Court has maintained a similar attitude in 
cases which have reached its tribunal. 

Recently, however, as THE FINANCIAL 
WorLp pointed out in its columns that the 
City of Baltimore has called upon its lead- 
ing public service corporation, the Consoli- 
dated Gas & Electric, to show cause why it 
could not operate successfully on the basis 
of 6.75 per cent return on its capital in- 
vestment instead of the accepted rate of 
8 per cent. The city makes the claim that 
interest rates have fallen to a point where 
new capital could be attracted by this lesser 
rate as freely as by a larger rate of return 
and rates for service to the consumer could 
be lowered, 

We are informed from a_ creditable 
Source that when the case is heard the 
evidence will be sufficient to convince the 
City of Baltimore that its suggestion is not 
feasible. Rates have already been reduced, 
but this action was not taken because 
money from investors was obtainable on a 
cheaper basis, The reduction came about 
through increased efficiency in operation 
for which the company’s sound financial 
condition was largely responsible. 

In a lowering interest market the desire 
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for lower rates is a natural sequence. 
Public service regulating bodies seem only 
to sense the superficial view that this con- 
dition opens the door to cheaper service. 
Such a fact that money does not remain 
cheap over a period of time fails to receive 
the weighty consideration it deserves and 
that there is always present the contingency 
that any impairment in a rate of return to 
investors to a point where it is no longer 
attractive reacts upon the community in the 
form of curtailed service. As one of the 
writers of the correspondence published 
later in this article aptly states, “Capital is 
as much entitled to a fair return as labor 
is,” and this is the spirit which should pre- 
vail between the community and its public 
service enterprises, for the one cannot be 
injured without the other suffering equally. 


Even in some instances an 8 per cent 
return is inadequate, for some of the newer 
utiilty enterprises need to attract more 
capital until their business becomes more 
firmly established and their credit standing 
with the community is sufficiently en- 
hanced to enable them to secure capital 
from the sale of securities on a smaller 
yield basis. 

The Baltimore case has aroused consider- 
able interest in public utility circles not so 
much on account of the reason set forth 
for a réduction in the rate of return as 
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from the trend it reflects in certain political 
circles towards what is a proper return on 
capital in face of prevailing lower interest 
rates. 


In order to obtain the views of prominent 
public service corporation executives on 
the matter, I addressed a lette: to them 
calling their attention to the Baltimore case 
and the answers I have received are very 
instructive on the point involved. All the 
answers I received affirm the soundness of 
the 8 per cent return. The arguments pre- 
sented are unassailable. This correspond- 
ence follows: 


Here is the opinion of W. E. Creed, 
president of the Pacific Gas & Electric Co., 
on the subject: 

“T think it just as necessary to pay fair 
wages on capital as it is to pay fair wages 
to labor. Neither can be successfully used 
in any enterprises on any other basis. On 
the whole, regulation in recent years has 
recognized this fact. The result has been 
the stabilization of the public utility indus- 
try and a flow of capital to it, which has 
enabled the industry to meet the growth 
and expansion of the country at a surpris- 
ingly low cost to the consumers of its serv- 
ices and products. If the contributions of 
the public utilities to the prosperity of the 
country and to the comfort and efficiency 

(Please turn to page 634) 
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given a good account of them- 

selves thus far in 1926. There 
have been divergent price movements. 
Some stocks are selling near the year’s 
low while others are selling near the year’s 
high. There have, however, been no de- 
clines in the oils comparable with some 
of the more speculative industrial issues. 

The table at the bottom of this page 
gives the market history and the rela- 
tionship between market price and earn- 
ings as well as the yield of some of the 
more important oils. The highest yield 
obtainable is that on Pan-American which 
always carries with it the speculative un- 
certainties of the Mexican situation. Of 
the domestic oils Marland affords the best 
current yield. 

Let us first see what fundamental influ- 
ences are at work in the industry. A gen- 
eral advance in oil stocks is made possible 
by a general advance in crude and refined 
oil. The greatest factor in this situation 


ene speaking oil stocks have 
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@ Divergent movements in the securities of the oil com. 
panies gives rise to the question as to whether or not 
there are attractive buys to be had; 


@ What are the fundamental influences at work in the 


industry? 


@ Can the 1925 success in drilling operations be dupli- 
. cated in the current year? 


@ Are market prices adjusted to the companies earning 


power? 


is gasoline. In the first quarter of 1926 
gasoline consumption increased 23.75 per 
cent over the same period of 1925; every 
present indication points to further gains 
in consumption. Now then, is this probable 
demand for gasoline likely to result in 
further price advances on top of those 
which have recently taken place? 

It does not appear probable that any 
spectacular price rise in gasoline could be 
long sustained because of the great produc- 
tive capacity of the industry; too many 
“marginal” producers would start operat- 
ing. If there is little prospect of any 
further important price advance then there 
is little prospect of any so-called “boom” 
in the oil stocks. What is much more 
reasonable to expect is that some compa- 
nies will fare better than others and that 
those which fare best will see their stocks 
give a good account of themselves whilst 
those that fare poorly will also see this 
reflected in stock prices. 

Stocks subject to the least fluctuation are 


of those oil companies which are complete 
units in the industry. Stocks subject to 
the widest fluctuatons are those where new 
production success or failure plays an im- 
portant part. Last year, for instance, 
Humble and Marland had a high degree 
of .success in their drilling ventures. 
Whether or not they can duplicate in 1926 
still remains to be seen. 

It is impossible within the confines of a 
brief article to touch on more than the 
high lights of the individual companies. 
Standard Oil of California and Standard 
of New York paid what the market inter- 
preted to be a relatively high price for 
Pacific and General, judging by the sub- 
sequent decline in the shares of these 
Standards. California has an immense 
storage of oil and would be a great bene- 
ficiary of rising crude prices. 

Atlantic Refining has been steadily in- 
creasing its earnings and with a “book 
value” of around $150 per share has un- 
questioned speculative possibilties. Stand- 

(Please turn to page 645) 
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IMA Locomotive Works recently 
]_cevcione for the Texas & Pacific 

Railway a 2-10-4 type locomotive 
for which is claimed 40 per cent greater 
tonnage, 15 per cent higher speed and 42.5 
per cent less fuel consumption as compared 
to the present standard engine perform- 
ance. This is significant to both the 
builders of railway equipment and the 
railroads themselves. The result of greater 
tonnage capacity and higher speed is that 
the same volume of traffic can be handled 
with less equipment and labor costs, while 
a reduction of fuel consumption is obvious- 
ly a saving to the railways. 

Recent years have been far from satis- 
factory to the locomotive companies, and 
if by their own operations, they lessen the 
need for their product, and prospect for 
increased future earnings is remote in- 
deed. The more efficient locomotive is 
likely to do for the locomotive building 
industry what the introduction of the cord 
tire did to the tire industry. 


The Lima Locomotive Works ranks third 
among manufacturers in the United States 
of passenger and freight locomotives, yet 


in 1925 the company reported a net deficit 
of $844,392. 


Reports Deficit 


For approximately eight years ending 
with 1924 the company’s net profits aver- 
aged $4.03 per annum on outstanding stock. 
In common with a number of the other 
engine manufacturers, 1923 proved the best 
in its history, when earnings amounted to 
$11.24 per share based on present capital- 
ization. Sales in that year totaled over 
twenty million dollars, declining thé follow- 
mg year to fourteen million, while for 
1925 sales came to only four and a half 
million. In the latter year the company’s 
deficit approximated $4.01 per share of 
stock, 

Lima’s financial condition is very satis- 
factory, with current liabilities of $1,359,- 
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242 as against current assets of $7,400,775 
as of December 31, 1925. On the same 


date the company’s balance sheet surplus 


amounted to $2,983,072. Capital structure 
is excellent. There is no funded debt 
and total capitalization consists of 211,057 
shares of no par stock. 


Leader in Industry 


Lima- Locomotive is one of the leaders 
in the industry. When business exists, it 
is there to get it, which is evidenced by 
the good showing made in 1923. The 
company’s earning prospects depend large- 


q@| Lima Locomotive 


A Two for One Exchange of Stock 


q@Chesapeake & Ohio 


ly upon the future of the locomotive build- 
ing industry, and in view of the decreas- 


- ing needs of the railroads, this is not par- 


ticularly encouraging. 

Productive capacity of the engine manu- 
facturers is in excess of the normal needs 
of the roads, and, of course, this results 


in very keen competition. Regardless of - 


the amount of business handled, overhead 
(Please turn to page 642) 
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Comparison of Earning Trends 


Earned per share on com. Operating ratio 

Lima C.& O. Lima C.&O. 
SO sisdetapenibeniniaenibis $4.44 $6.67 - 83.1% 79.6% 
EA ehovilecninniesnin .26 10.06 96.1 79.2 
EY ih siscicihiccnpiinsion 11.24 12.60 86.2 774 
ET Ore 7.11 16.96 89.7 76.6 
BD Scerstpins (def.) 4.01 21.32 139.4 72.2 


Comparison of Capital Structures 


No par. +tApproximate amount as of April 8, 1926, allowing for conver- 


Market Dividend Yield 
4 


Lima Ches. & Ohio 
—___——_— $203,980,390 
—__———- 12,097,500 
211,057 sh. +106,105,724 


% S yr. 
% 1925 earn. av. earn. 
tomarket to market 
7.0% Nil 6.7% 
6.6 17.6% 11.1 
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@ United Shoe Machinery— 


A threefold Supremacy 


@ Company’s main source of profits are service charges, which are unaf- 
fected by price fluctuations; 


@ Its unit of margin of profit is extraordinarily stable because of this reason; 


@ An extraordinary monopoly enjoyed by an extraordinarily successful com- 


pany. 


By LAURENCE BEECH 


New England Correspondent of THE FINANCIAL WorLD 


HREE things make United Shoe 

[ Machinery not only supreme in its 

own field but an unusual company 
among the world’s industrial enterprises. 

First, it is a monopoly of world-wide 
scope. 

Second, its unit margin of profit is 
extraordinarily stable. 

Third, its chief source of income is 
practically depression proof. 

These three points deserve special em- 
phasis both because of their intrinsic in- 
terest and because they set United Shoe 
apart from the general run of industrial 
companies subject to unfavorable influences 
with which THe FInANcIAL Wortp has 
made you familiar. Consider these points 
in detail. 

Among monopolies, the most common 
is that exercised by public service com- 
panies. Such a monopoly is restricted 
through franchise and by _ regulatory 


powers vested in public commissions. Then 
there is the natural monopoly based on 
ownership of some rare mine, mineral 
deposit, or other natural resource. If a 
mine, the ore must sooner or later become 
exhausted and the monopoly must cease. 
Third is the patent monopoly, which, how- 
ever, is limited as to time, and which may 
be constantly in danger of eclipse by 
some entirely new invention. 


A Monopoly of Service 


The United Shoe monoply is not arti- 
ficially restricted from the outside. It is 
not faced with extinction. It is not threat- 
ened with unexpected competition. For 
it rests on a well nigh unassailable foun- 
dation—service. 

To appreciate what that means, you 
must know that the United Shoe Ma- 
chinery Corporation manufactures at 
strategic points in the shoe centers of the 
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United States and abroad, all the various 
types of heavy and complex machine units, 
except sewing machines, used in the shoe 
manufacturing process. In these machines, 
for the most part, it makes a permanent 
investment, leasing them to the manufac. 
turers and shoe repair shops, on a royalty 
basis. Into this method of leasing is 
woven both cause and effect of the services 
the company renders so well. 

It would be beside the point to review 
here the history of the company’s patents 
which accounted for its early success and 
on which its original system of royalties 
was based. Neither would it serve any 
purpose to review the Government suits 
under the Sherman and Clayton Acts, 
Suffice to say that the original patents 
have now expired; that the Government 
gave the Company a clean bill of health 
under the Sherman Law, and that the 
“tying clauses” in the lease contracts, at 
which the Clayton Act aimed (it was 
passed long after the company originated 
these contracts) have been abandoned. 

The business as it stands today is almos: 
competition proof, not because the com- 
pany is a ruthless octopus, but simply 
because it is big enough, experienced 
enough, well enough organized and 
financed to render superior and dependable 
service to the shoe industry of the world. 


Kinds of Service Rendered 


The service falls under two heads— 
leasing and upkeep. The leasing service 
has always been a boon to small manu- 
facturers. Many a shoemaker, who 
worked at the bench, has been enabled to 
graduate into the manufacturing class 
because the United Machinery Corporation 
was willing to rent him a full complement 
of costly and up-to-date equipment that he 
could not possibly have purchased. Fut- 
thermore, this equipment was installed for 
him and he and his employees taught how 
to use it. Even now, when the small shoe 
factory is being frozen out by the volume 
producer, United Shoe is still financing 
the ever-present shoe-repair man and make- 
ing it possible for cobblers to set up ma- 
chine shops and to become full fledged 
members of the neighborhood business 
community, vastly to their own benefit as 

(Please turn to page 635) 
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@ Engineers Public Service Company has 
made a creditable showing since organiza- 


tion ; 


C Further improvements in earnings should 
result from better conditions in the trans- 
portation end of the business; 


@ The preferred stock is in a well-secured 
position and at present market prices of- ; 


A High- Yield Utility Preferred 








fers a yield of about 8 per cent. _— 


E present weakness of the market 
has served to demonstrate the ad- 
visability of securing one’s holdings 

in the investment stocks that are in many 
cases obtainable with an attractive yield. 
The decline in stock prices has been most 
pronounced in the common issues while the 
preferred shares, which had not over- 
stepped the bounds of valués, are holding 
firm and in many cases showing advances. 
Prominent among the latter group have 
been the public utility preferred stocks. 
It has been the policy of THE FINANCIAL 
Wortp for some time to give these se- 
curities high rank in its recommendations. 
Their market action has proved it to be a 
well-placed confidence. 


Another of this group that is worthy 
of attention is the preferred stock of En- 
gineers Public Service Company. Let it 
sufice to say now, that the stock is ob- 


Stainable at a price to yield close to eight 


per cent until justification can be given for 
the anticipation of a lower yield basis. 


Successful Operation 


Engineers Public Service was organized 
about one year ago in June. Its purpose is 
to acquire and operate public utilities. To 
date the company has been successful both 
in acquisition and operation. It now owns 
98 per cent of the common stock of the 
Virginia Electric and Power Company, 
which directly or through subsidiaries 
serves practically all of Tidewater Virginia 
and northeastern North Carolina with 
electric power. It furnishes without com- 
petition transportation service in various 
cities, operating street railways in Rich- 
mond, Norfolk, Portsmouth and Peters- 
burg, Virginia, an interurban line between 
Richmond and Petersburg, and motor buses 
in Richmond, between Richmond and 
Petersburg and in Norfolk. Through con- 
trol of the City Gas Company of Norfolk, 
it does the entire gas business in Nor- 
folk, Virginia, 

The company owns all of the common 
stock of the Key West Electric Company, 
which does the electric light and power 
and transportation business in Key West, 
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By WILLIAM J. HEALY 


Florida. While the company is relatively 
small it serves a territory which, due to its 
strategic position on the tip of the penin- 
sula has many opportunities of continued 
growth. ; 

It owns 96 per cent of the com- 
mon stock and convertible notes of East- 
ern Texas Electric Company, which, 
through subsidiaries, does the entire elec- 
tric light and power business in Beaumont, 
Port Arthur and Orange, Texas, and Lake 
Charles and Jennings, Louisiana, the elec- 
tric railway business in Beaumont and 
Lake Charles, operates an interurban rail- 
way between Beaumont and Port Arthur, 
conducts an ice and refrigerating business 
in Port Arthur, Lake Charles and Jen- 
nings, and does the gas and water busi- 
ness in Lake Charles. It also does the 
electric light and power, water, steam 
heating and ice business in surrounding 
cities and towns in Texas and in various 
sections of Wyoming, Nebraska, Colorado 
and Missouri, serving in all about eighty 
communities. 

Over 86 per cent of the common stock 
of El Paso Electric Company is owned. 
This company, through its subsidiaries, 
does the entire electric railway and elec- 
tric light and power business in El Paso, 
Texas, and Juarez, Mexico. 

The company also owns 93 per cent of 
the common stock of Savannah Electric 
and Power Company, which supplies with- 
out competition the electric light and 
power and transportation service in the 
City of Savannah and in nearby towns, 
and furnishes interurban service to the ad- 
joining communities of Isle of Hope and 
Montgomery, serving an area of approxi- 
mately thirty-five square miles. 


Physical Properties 

The combined physical properties in- 
clude electric generating stations with an 
installed capacity of 205,890 k.w., of which 
178,340 k.w. is steam capacity and 27,550 
k.w. is hydro capacity. There are 1,054 
miles of high tension transmission lines 
furnishing light and power through ade- 
quate distribution systems to about 157,- 
000 customers. The 1925 annual electric 


output was 491,996,000 k.w.h. The gas 
properties comprise two plants with 270 
miles of mains. The 1925 annual sale of 
gas was more than 738,000,000 cubic feet. 
The traction properties carried 104,000,000 
passengers in 1925, service being furnished 
over 397 miles of track, and also with 156 
buses. 

The cost to reproduce new these prop- 
erties owned or controlled by the Engineers 
Public Service Company would reach a 
total of $130,898,000. The bonds, notes 
and stock of these companies that is out- 
standing represents a total of $73,490,000, 
leaving an equity for the stock of En- 
gineers Public Service of $57,408,000. This 
represents over $216 a share on the 265,171 
shares of preferred outstanding, there be- 
ing no bonded debt. The common stock 
is outstanding in the amount of 777,979 
shares, which are currently quoted around 
22% or over $17,000,000 of values behind 
the preferred issue. 


Classification of Stock 


The preferred stock was issued last 
July at $100 a share, $50 of which was 
payable at that time and was deliverable 
under 50 per cent allotment certificates, 
under which each share of preferred car- 
ried one-half share of common stock. Ad- 
ditional calls for payments not exceeding 
10 per cent have and can be made at in- 
tervals of not less than 90 days. Allot- 
ments can be paid in full at any time and 
by so doing receive certificates for pre- 
ferred and common stocks. Mention is 
made of this capital structure to eliminate 
confusion in interpreting the quotations 
printed which cover the four classifica- 
tions of stock, as follows: 


1. Common stock, 2234. 

2. Preferred 60% paid, 9734. 
3. Preferred full paid, 98%. 
4. Preferred, 87. 


Both numbers 2 and 3 carry one-half 
share of common stock, while number 4 
is the preferred without common. The 
latter at $87 has attractive possibilities 
which is in addition to the regular pay- 

(Please turn to page 641) 
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@ The rise in bond prices has been taking place from the beginning of a de- 
clining stock market, and this market action attests to the soundness of the 
position of high-grade investment securities. 


HE question of how to. select the 
bonds most suitable for purchase is 
assuming unusual importance at this 

time. The main thing now is what to buy, 
for it is thoroughly demonstrated that the 
time is ripe. Hardly at any given time in 
the past has there been anything like the 
present unanimity of opinion among bond 
market prognosticators. A commodity 
price reaction has set in and it is probable 
that industrial stocks will have a declining 
tendency until the readjustment is com- 
pleted. The present situation is only an 
interlude in the prosperity phase of the 
economic cycle that began in 1922. Com- 
modity prices have entered upon a long- 
range decline; there is a great and grow- 
ing supply of investment capital seeking 
permanent employment, and, a demand suf- 
ficient to exhause this supply of redundant 
capital can only be brought about by ris- 
ing bond prices and lower interest rates. 


Rate Going Down 


All of which means that the coupon 
rate on new bond issues is going down, 
and that therefore the yield on outstanding 
obligations is going down, or conversely, 
that their prices are going up. This, how- 
ever, does not apply to all bonds. Issues 
that are in any way dependent upon earn- 
ings do not immediately reflect fluctuations 
in the price of capital. Their market move- 
ments more nearly parallel the course of 
stocks in response to the influence of 
changes in general industrial activity. 


Security, then, is the primary test of 
present attractiveness. Of greatest import- 
ance is the value of the specific security 
pledged, as well as the margin of safety 
in earnings. The bonds that react directly 
to the easing of interest rates are those 
about which there is absolutely no reason 
for doubt. Liberty Bonds, Treasury 
N tes, and the best state and municipal 
issues move first. Next the underlying 
mortgage bonds of prosperous railroads 
and public utility corporations. Then the 
first mortgage issues of some of the 
stronger industrial corporations that are 
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soundly protected by large equities in prop- 
erty values. There are even a few de- 
benture issues in all groups that have a 
prior claim on assets of such value as to 
make them immune to the influence of 
earnings fluctuations, but as a general thing 
it will be best to stick to mortgage issues. 

In considering the margin of safety in 
earnings with reference to railroad and 
public utility bonds one point should be 
borne in mind. In their case this factor 
is of less importance than in the analysis 
of an industrial issue. Earnings for the 
latter group may be expected to decline in 
proportion to the drop in commodity prices, 
whereas for the other two any decline in 
gross income will be largely compensated 
by lower operating costs. The prices for 
which rails and utilities sell their output, 
being subject to regulation, are relatively 
stable and lag well behind the trend of 
commodity prices. Of course, gross in- 
come will contract with any general let- 
down in industrial activity, but any trade 
reaction is not likely to be of so serious a 
nature as to give any great concern on 
this score. Hence, it is safe to take on 
obligations of companies in the rail and 
public utility groups which have good 
equities and a relatively high yield, but for 
which a really wide margin in earnings 
has not yet been provided. 


Redemption and Call 

Next in order of importance as a test of 
desirability is the question of redemption 
features or call price. The highest grade 
bond in the world is no longer attractive 
if it is selling above the price at which it 
can be called. For instance, the Westing- 
house Electric & Mfg. Co. 7s, now queted 
around 106, are callable on November Ist 
at 104%. They are one of the strongest 
outstanding industrial issues and their very 
strength implies the ability to redeem or 
refund the issue on a lower interest basis. 
So in spite of their apparently attractive 
return, they are no longer desirable hold- 
ings when so many other issues can be 
found that offer an equal yield with much 
brighter prospects of appreciation. 





With commodity prices declining and thus ip 
turn bringing about a decline in interest rate 
there is only one thing that high-grade bond; 
can do, namely advance; 


It is rarely indeed that such a clearly defined 
prospect for higher bond prices has obtained, 
Therefore the following article, briefly out. 
lining the best policy for the bond buyer under 
existing conditions, is highly important; 
















































Another case in point, typical of many 
other bonds, is that of the American 
Smelting Ist 5s. These bonds selling at 
par afford an adequate return for the 
grade of security represented. They might 
also be expected to advance along with 
the general movement were it not for the 
fact that they become callable in 1930 at 
par. Any 5 per cent bond of equal grade, 
and at the same price but redeemable only 
at 105, can show a proportionately larger 
appreciation. 
























































Attractive Issues 


Considered from this angle it is evident 
that the most attractive bonds are non 
callable issues. After them come the bonds 
that still show a spread of from fifteen 
to twenty points between their present 
market and their redemption prices. Such 
issues, that fill the other requirements, are 
almost entirely confined to low-coupon se 
curities and largely to rails. 

Closely allied to the factor of redemption 
features is the question of when the bond 
comes due. The influence of a shorter 
term works both ways, that is, it has 4 
different effect upon bonds selling above 
par from that on bonds quoted at a dis- 
count. In the former case near maturities 
are decidedly less attractive than long 
terms, whereas in the latter the reverse s 
true. 

As an example of the deterrent effect 
of nearby maturities let us take the Great 
Northern 7’s, 1936. Because of their ex- 
cellent security these bonds would be ¢x- 
ceptionally good at present prices of 
slightly under 114, were it not for theit 
ten-year term. When the premium of 
fourteen points is amortized over the bal- 
ance of this term the yield to retiremetl 
is considerably lower than can be obtained 
from the same road’s 5s of 1973, which are 
now quoted at 10134. It is obvious thi 
the 7’s will gradually decline as their ma 
turity date approaches while the 5’s should 
advance in a rising bond market. On the 
other hand we have the New York Central 
consol. 4s of 1998 selling at 89, while the 

(Please turn to page 642) 
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=ASSOCIATION NEWS = 
FROM THE ASSOCIATION TO ITS MEMBERS 
FROM THE MEMBERS TO THE ASSOCIATION 
Edited by the President 
ed, While our association is still young it now In the last issue of World’s Work Maga- 
ut: Affecting has been functioning long enough to suggest Rails May zine, Professor Ripley takes up a stout cudgel : 
ler Sound to its board of directors that its activities Follow and comes to the defense of railroads in an 
Reforms must be confined within certain limits if it Utilities able article. The writer, who was called 
expects to accomplish reforms and eliminate upon by the Interstate Commerce Commission 
evils in investment affairs that will accrue to the general to outline a tentative merger program for the railroads, 
good of the investing public. mildly criticises this body for its failure to act in this 
Among the inquiries it has received from its members it direction, though his plan has been before it for seven years. 
appears that our general program is not yet fully under- In Professor Ripley’s opinion there is a great future ahead 
stood. Some members think it is designed to act as a collec- for the railroads, once a merger program on sound lines is 
tion agency—this is not its purpose—for this work lawyers set in motion. His reasoning is logical. Without the trans- : 
are recommended. Other members look upon it as an ad- portation facilities provided by our carriers there could be q 
visory agency on investment matters—this also it does not little real prosperity in the country. And, yet, a basic neces- 
any undertake, in view of the fact that THe FINANCIAL Wort sity as they are their securities are selling low and out of 
can already has established and equipped a Confidential Advice proportion to their earnings and prospects. 
at bureau for this purpose. Still the railroads will not always occupy this lowly posi- : 
the Now and then we receive letters from discontented security tion. They may follow in the steps of the public utilities. It i 
ght holders containing grievances because certain events con- was not so many years ago that the utilities were so harassed t 
vith nected with their holdings, of which they have heard in- by rigid rate regulations under which they could not earn F 
the directly, through the rumor mill, have not eventuated—and a fair return and securities went begging for purchasers. : 
at for this failure the corporation managements are held to But the public woke up and by bringing pressure to bear : 
de, blame. Sometimes such complaints originate with specula- on the states and local governments brought about a com- ‘ 
nly tors, who have bought for a quick turn. While it is the plete change in attitude towards the utilities—and their se- ‘ 
ger purpose of the Association to pay serious attention to all curities at once rose high in the estimation of investors. The ; 
such complaints, it is not the object to further the interest of realization dawned on the public that the utilities needed : 
any speculative group when such advocacy is detrimental to fair rates if they were depended upon to render efficient : 
the large body of stockholders. To pursue this policy in the service. The railroads should receive the same consideration & 
lent end would be injurious to the usefulness of the Association. and if investors would enlist themselves in the cause, this 4 
on- Unless it receives support from a sufficient number of in- day of recognition would come more quickly. # 
nds vestors it cannot take up any important issue for it is patent * * *& * ' 
een that a few isolated cases -indicate a lack of interest. I have commented in this department on 
ent What your association aims to accomplish is to effect con- Two Sides the question of more frequent corporation 
uch structive reforms on a large scope for in such successes to reports at various times. I have also pub- 
are there is the largest measure of good. Consider lished several letters members received from 
st . ee 9 corporation heads giving their reasons why 
; Walter E. Meyer, a New York attorney, was they do not think it would be advisable to adopt such a 
lon Meyer elected a director of the St. Louis Southwest- procedure. Two of these communications contend that the 
ond Is ern Railroad at the last annual stockholders business is too seasonal to publish earning reports more 
ter Victor meeting. His election for this post is of un- than once a year. The other from a mining company holds 
ba usual interest to the members of this Asso- the nature of its business is of a character unlike that of 
- ciation for it shows how easily representation of the minority railroads and utilities whose earnings lend themselves to 
is stockholder interest is accomplished under the cumulative frequent submission to the shareholders. 
1€s voting law if there is a sufficient demand for representation. At the bottom of most of these objections I can detect the 
ng Mr. Meyer has long believed that the earnings of the legitimate fear of corporation heads that speculators would ; 
1S “Cotton Belt,” as the St. Louis Southwestern is called were take advantage of any report which would not reflect the é 
large enough to warrant placing its common stock on a 5__ real situation in a business by distorting its contents towards 
ect per cent annual basis and now that he is a director of the the detriment of the stockholders in general. But if this is 
eat property, sitting in council with the other directors, as trustees true, it is just as possible for speculators in an industry to 
X- for the company’s security holders, he can press his claim take advantage of a known general situation and distort it 
X- in behalf of the minority. also to the prejudice of corporation securities for there is 
af When in the intimate council of the management Mr. no greater blight on values of securities than concealment 
elt Meyer assumes a different role than a complainant. He must of facts. 
of consider the permanent needs of the property, and whether Between these two poles lies the problem whether it is 
al- they would be jeopardized if common dividends’ were in- of advantage or not to issue more frequent reports. It is : 
nt augurated too soon. He must pass judgment on this problem a problem subject to considerable controversy where both : 
ed without bias and from the standpoint of the good of the sides could bring forth arguments which would support ' 
re property, if he is to qualify as an efficient trustee. their contentions. But the railroads at one time thought the ; 
lat The directors of the Southwestern are to be complimented same way, that earning reports for the winter months, their : 
a- for so unhesitatingly recognizing the claim of the minority worst season, would be misunderstood by stockholders and ; 
id stockholders to representation. No harm can come from it, would lend themselves to the efforts of speculators to de- j 
he but a great deal of good—for it results in uniting the good- press stocks—but it worked out differently: it stabilized con- : 
4 will of all the stockholders for the property. fidence. 
—ene 
i = May 15, 1926 627 



































= Tre 


Le 

















These reviews written as of Friday immediately preceding date of this issue 





Miscellaneous Industrials 


Allis Chalmers— 
Rating “A” 

Allis Chalmers reports $2.09 a share 
earned in the first quarter of 1926, com- 
pared with $2.17 a share in the first quarter 
of 1925. Profit margin apparently is de- 


clining slightly, as sales bills show a slight 
increase. 





American Steel Foundries— 
Rating “A” 

American Steel Foundries reported $1.31 
a share earned on its common stock in the 
first quarter of 1926 and it is expected 
earnings in the second quarter will be 
around $1.75 a share, just about covering 
full year’s dividend requirements in the 
first half of the year. The company is in 
very strong financial condition. 


Foundation— 
Rating “B” 

How unwarranted the advance in Found- 
tion was clearly revealed when earnings in 
the first quarter of 1926 were reported at 
but 80 cents a share on 100,000 shares of 
common stock, compared with 39 cents a 
share on 90,000 outstanding in the first 
quarter of 1925. 


Intertype— 
Rating “A” 

Intertype Corporation during the month 
of March manufactured and shipped more 
machines than in any previous month in 
any year in the history of the company. 
The earnings of the company compared 
favorably with those of last year when 81 
cents was earned in each of the first three 
months. The 1925 earnings amounted to 
$3.86 a share and with the stock selling 


above $21 at the present time appears 
undervalued. 


National Distillers— 
Rating “C” 

National Distillers reports a net for the 
first quarter of 1926 of $108,000 before 
depreciation, federal taxes, etc., which 
compares with $452,000 in the first quarter 
of 1925. Both prices for alcohol and 
molasses account for the declines. The 
company is, however, in sound financial 
condition with the ratio 8 to 1. 


Omnibus Corporation— 


Rating “C” 
Reports are current that Omnibus Cor- 
628 


poration, through a subsidiary, may buy 
New York Railways. These companies 
have made a joint application for bus fran- 
chise in New York City. 


Radio Corporation— 
Rating “C” 

Radio Corporation common stock be- 
came strong and active during the past 
week, in anticipation that the company 
would have a much better year than last 
year, because of the elimination of a large 
number of competitors. The company 








Rating Changes 
Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up to date: 


National Distillers Com............ CtoD 
Spalding Preferred ................ AtoB 
Fairbanks Preferred .............. DtoC 





Publication Date of 
Guenther’s Appraisals 


The Monthly Appraisals are 
now published one week later 
than heretofore in order to be 
able to include important in- 
formation that does not come 
out until around the first of the 
month. 

Subscribers, therefore, should 
not expect their Appraisals be- 
fore the 10th of the month in 
the eastern part of the United 
States. More distant points re- 
quire a few days extra. 
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earned $1.24 a share on its common stock 
in the first quarter but doubtless will not 
probably again make a very impressive 
earnings statement until the last quarter of 
the current year. . 


Standard Gas— 
Rating “A” 

Standard Gas & Electric reports net in- 
come in 1925 of $5,725,000, compared with 
$3,764,000 in 1924. This was equal to 
$4.23 a share on 766,000 shares of common 
stock compared with $6.61 a share on 303,- 
000 shares of common stock outstanding 
at the close of the previous year. Figur- 
ing its equity in subsidiary earnings, net 
for 1925 was about $6 a share. ‘The com- 
pany has greatly improved its financial 





The ratings used in this department are taken from Guenther’s Appraisal of Listed Stocks 


structure by increasing the amount of 
common stock outstanding and decreasing 
its funded debt. 


Standard Gas declared a dividend of one- 
fiftieth of a share of stock payable in 
installments of 50 per cent in July, 25 per 
cent in October and 25 per cent next Jan. 
uary. This total payment will figure about 
$1 per share, but of course will increase 
the amount of common outstanding. 


U. S. Realty— 
Rating “B” 

U. S. Realty reports $8.13 a share earned 
on its increased capital stock in the fiscal 
year ended April 30, 1926, compared with 
$6.33 a share on the same share basis in 
the previous year. Its construction sub- 
sidiary, Geo. A. Fuller, reports unfinished 
business of more than $50,000,000, com- 


pared with more than $35,000,000 a year 
ago. 


Utah Copper— 
Rating “A” 

Utah Copper, which is practically all 
owned by Kennecott, reports $1.92 earned 
in the first quarter of 1926, which is ex- 
actly the same as earnings reported in the 
first quarter of 1925. 





Motors 





Chrysler— 
Rating “B” 

Chrysler reports $1.35 a share earned in 
the first quarter of 1926, compared with 
$1.13 in the same period of 1925. Chrysler 
is endeavoring to market an extremely 
wide price line of cars for a single dealer 
organization. The company has sharply 
reduced prices on its models during the 
past week. 


General Motors— 
Rating “A” 

General Motors is maintaining its high 
sales rate in April, and it is expected the 
company will show around 135,000 units 
sold, breaking all previous records, and 
more than 35,000 ahead of April a year 
ago. 

Directors of General Motors declared a 
$4 extra dividend and report $160,000,000 


cash and marketable securities on hand; 


there is no question but that the company 
(Please turn to page 639) 
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THE WEEK IN BONDS 


— AVERAGE 40 BONDS 


The Outlook 
for Various 
Classes 


of 
Bonds 


Re 


as a temporary check to the upward 

trend of bonds. As expected, it was 
short-lived, and pressure on the bond mar- 
ket has now been relieved. Because of the 
advance that has already occurred there 
is good possibility of a temporary dullness, 
but the underlying trend is still upward 
and advantage should be taken of any 
weakness in individual issues of suitable 
character, as outlined elsewhere in this 
issue, to effect promising purchases. 

In order to cover the essential factors 
of proper selection fully we have been 
forced to postpone our usual review of the 
important new offerings in recent weeks. 
We shall, therefore, take this opportunity 
to make up lost ground. First, however, 
we would mention in passing the sharp 
declines that have occurred in the King- 
dom of Italy 7s and the Polish 8s. We 
have consistently urged disposal of both 
these issues. The former dropped four 
points immediately upon dissolution of the 
syndicate that floated them and have so 
far failed to show any appreciable recov- 
ery. Even now they are not particularly 
attractive. The Polish 8s fell off upon 
the announcement of a revolutidnary move 
against the present government. The un- 
satisfactory complexion of political affairs 
in that country has received due considera- 
tion in these pages. 

The more important recent offerings are 
discussed in brief below. Many interest- 
ing tendencies are clearly portrayed. The 
volume of short term notes offered is 
worthy of note in that it indicates the tend- 
ency toward temporary financing in antici- 
Pation of the ability to effect permanent 
financing later on a more favorable basis. 


7: strike in Great Britain served 


Railroads 
$18,632,000—Cuicaco & NorTHWESTERN 
Ry. gen. 434s due 1987 at 10214. 

These bonds typify the trend in first 
grade railroad issues. They are non-call- 
able and even at the premium quoted they 
appear to offer real possibilties of appre- 

Ciation, 
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By THE BOND EDITOR 


$6,000,000—Cuicaco, Rock Istanp & Pa- 
ciFIc Ry. 2-year secured 4% per cent 
at 99,32, 


The proceeds from this issue are to be 
used with other funds to reedem the out- 
standing issue of $7,000,000 3-year 5%s. 
Because this road’s credit position is rela- 
tively weak it utilizes these short term 
notes to gain the advantages from easy 
interest rates. Thus it offers to investors 
a modicum of security that it could not 
provide for longer term issues, and at the 
same time borrows on comparatively easy 
terms. This issue is reasonably good for 
income purposes but has little chance of 
appreciation. 
$11,172,000—Nrw York CENTRAL LINEs, 

serial equipment trust 414s due 1927- 
1940 at prices to yield 4.65 on all ma- 
turities. 

This issue completes-a total authorized 
amount of $22,500,000 and is secured on 
new equipment consisting of 317 steel pass- 
enger, baggage and milk cars, and 10,460 
steel freight cars of various types. The 
security is unquestionable, and the offer- 
ing is exceptionally attractive, particularly 
in the more distant maturities, both from 
the standpoint of yield and that of possible 
appreciation. 


Public Utilities 
$37,000,000—DuxkeE-Price Power Co. Ist 
6s, 1966, at par. 


These bonds represent original financing 
of the reorganization under control of the 
Aluminum Co. of America of the former 
company of the same name to be operated 
in conjunction with the Shawinigan Water 
and Power Co. Proceeds of the sale will 
be used to retire $12,000,000 outstanding 
first mortgage 6s, 1949, $3,000,000 is to 
be used for additional construction, and 
the balance of $24,000,000 is to go to the 
former owners. In spite of the fact that 
no addition of property value in proportion 
to the size of the increase in the mortgage 
is represented, the new funded debt will 
not be excessive in comparison to the gen- 
erating capacity of the property. How- 


Position of the Bond Market 
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ever, the earning power of the company 
under its new set-up remains to be demon- 
strated and the bonds must still be con- 
sidered as somewhat speculative. 
| 
$10,000,000—Paciric Gas & Execrric Co. 
series “D” Ist & ref. 5s, 1955, at 98%. 
Additional to $85,720,000 of the same 
mortgage previously outstanding. The 
company continues to increase its funded 
debt in proportion to the growth in its 
business, but the present total of $171,741,- 
800 still represents conservative capitaliza- 
tion of the company’s valuable properties. 
Although a junior obligation this issue 
is adequately secured, and earnings afford 
a stibstantial factor of safety. At the 
offering price the bonds are not out of 
line with other issues of similar grade. 


$5,000,000—Pucet Sounp Power & LicHT 
Co. Ist & ref. 5s, 1931, at 9914. 


An additional offering. The situation of 
the company is not clean cut in that it is 
complicated by competition from munici- 
pally owned plants. The statistical record 
of the company offers assurance that the 
bonds can be cared for satisfactorily. 
However, the trend of earnings as com- 
pared with the growth of fixed charges 
is not impressive. Furthermore the near 
maturity precludes much chance of ap- 
preciation. 
$6,000,000—Utica Gas & Exectric Co. 

gen. mtge. 5s, Series “D” due 1956 
at par. 

This issue represents a well-protected 
obligation of a strong and growing com- 
pany. The bonds, callable at 105, offer 
some prospect of appreciation, although 
perhaps the offering price is a little high 
as compared with current market quota- 
tions for outstanding issues of similar 
investment grade. 


$5,000,000—Vircin1A Pustic Service Co. 

20-year 6 per cent debentures at 9614. 

An essentially speculative issue issued 
(Please turn to page 636) 
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Comparison of Earning Trends 


@ Based on current earnings compared to current market price Wabash com- 
mon is a cheaper stock than Bethlehem Steel common; 


@ The earning trend of Wabash is definitely upward. The earning outlook 





q| Bethlehem Steel— 


for Bethlehem is beclouded ; 


@ Prospects for dividend inauguration on Wabash common are more clearly 
defined. A transfer from the steel to the rail is in order. 


S has been repeatedly pointed out 
in the columns of THE FINANCIAL 
Wok p, recent changes in economic 


conditions have vastly altered the positions 
occupied by a number of the country’s in- 


dustries. As late as December, 1925, it 
appeared that the steel industry was very 
definitely on the uptrend. Production and 
sales were showing good gains over pre- 
ceding months, and during the latter part 
of the year Judge Gary predicted that the 
industry would soon. be turning business 
away. 

The outlook for the future now holds a 
changed aspect. New construction activity 
has probably passed its peak, because of 
operating economies railroads are not pur- 
chasing equipment in the volume which was 
expected, and automobile output for the 
remainder of the year may be less than in 
the same period of 1925. Coupled with 
these conditions is the factor of declining 
commodity prices and increasingly keen 
competition. 

Expectations of another decrease in un- 
filled orders on the books of the United 
States Steel Corporation were confirmed 
when that company announced the month- 
ly figure this week. The statement re- 
vealed that unfilled orders dropped over 


By RICHARD J. ANDERSON 


a half million tons compared with the end 
of March. The April total was the small- 
est since the end of October of last year. 
In 1925 all records for steel ingot pro- 
duction were broken, but net earnings for 
the industry set no new high mark. De- 
clining commodity prices had already set 
in and were making themselves felt, with 
the result that Bethlehem received an aver- 
age of $3.48 per ton less in 1925 than in 
1924. Steel products generally follow the 
trend of commodity prices, and companies 
in this industry will further feel their ef- 
fect on earnings. They are at present op- 
erating on declining volume, and there now 
appears no prospect for any great advance 
in steel prices. Indeed, the trend will prob- 
ably be downward for a term of years. 
It is recognized that Bethlehem, as 
compared to U. S. Steel, is a marginal pro- 
ducer. As such, the company is at an 
obvious disadvantage in any era but that 
of general expansion and prosperity. The 
steel productive capacity of the country is 
in excess of normal consumptive needs, 
which means that when business enough 
for all does not exist the situation resolves 
itself into a survival of the fittest. Beth- 
lehem admittedly does not come under the 
classification of “the fittest,’ and in the 








Bethlehem Steel 


Funded debt 
Preferred stock 


Earn. per sh. 
Bethlehem 
| RIS I, LIRR ae $11.51 
REE ere 1.44 
I ihcchicic cl teastachnadeaittadls 6.47 
a ee 1.97 
A 5.30 











Common stock 


Bethlehem common 
Wabash common 











versus Wabash 
of common Operating ratio 
Wabash Bethlehem Wabash 
Bek 85.5% 85.3% 
eam 87.5 83.3 
$2.64 86.5 78.1 
2.78 87.5 76.5 
6.50 86.4 73.3 
Capitalization 
Bethlehem Wabash 
a aoe $218,343,444 $96,998,001 
95,405,905 71,890,192 
eis 180,151,900 66,602,775 
partes $493,901,249 $235,490,968 
Market 1925earn. Earn. to mkt. 
383% $5.30 13.8% 
3834 6.50 17.8 
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approaching period of even keener com 
petition the company’s prospects for in- 
creased profits become extremely question- 
able. 

Bethlehem’s growth in recent years has 
been the result in great part of the ac- 
quisition of other steel companies, such as 
Lackawanna, Midvale and Cambria. This 
growth has not been financed out of earn- 
ings, as is the case with the company’s 
biggest competitor, the U. S. Steel Cor- 
poration, but funds for expansion have 
been derived from the sale of additional 
securities, with the result that total capit- 
alization has grown from $249,102,932 in 
1918 to $474,998,814 at the end of 1925. 

The result has not been a gain in earn- 
ings because of economies arising from 
consolidation, but rather the reverse has 
been true. From $15,930,390 in 1918 
(which was a war year) net income de- 
clined to $13,858,197 in the year just 
passed. Earnings per share of common 
amounted to $21.01 in 1918 as against $5.30 
for 1925. It must be remembered that 
last year was one of greatest activity in 
the industry, and the conclusion to be 
drawn is that a dollar invested in the 
steel companies no longer has the earning 
capacity which it once possessed. 


A Strangle Hold 

With U. S. Steel Corporation building 
up tremendous reserves out of earnings, 
and these reserves being used for effect- 
ing operating economies and expansion, it 
is seen that this leader has what amounts 
to a strangle hold on the other companies 
in the industry which are forced to finance 
such operations by means of additional 
capitalization. Therefore if one feels that 
he must stick to stocks of the steel com- 
panies, even in the face of influence ad- 
verse to the entire industry, United States 
Steel Corporation will prove the least 
dangerous. 





























































































































































































































One who now holds Bethlehem common 
must be doing so with the hope that divi- 
dends will again be inaugurated on_ this 
stock. If the expectation is to profit mar- 
ketwise by the resumption of payments, 
one should look to a stock which has more 
clearly defined prospects for the future. 
A desirable transfer would be to Wabash 

(Please turn to page 638) 
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By THE OBSERVER 


The general strike in Great Britain 


Labor’s could not succeed. It was contend- 
Losing ing against an unsound principle. 
Fight This unsound principle succinctly 
stated is that labor can no more 

exact out of industry wages it cannot pay with a fair 
profit than can any enterprise stand any more expense 
than the traffic will bear. Hence the strike was called 


off. 


England in her coal mining industry faces two evils 
simultaneously, (1) the exhaustion of her coal resources 
coupled with increased cost of mining, and (2) an over- 
supply of manual mine labor. This situation cannot be 
cured by a strike for if it were successful it would mean 
that the whole population of Great Britain would be 
compelled through some form of levy to make up the 
deficit in wages the mines themselves cannot earn and 
pay. If this policy were insisted on, pretty soon another 
general strike much more serious than the one labor 
was inflicting on the population would occur: a strike 
of a people against the uneconomic principle of acting 
as a wet nurse for anemic industries. 

The problem seems insoluble except to bring wages 
down so that the industry can board itself without 
outside charitable assistance. It would be far better for 
English labor did it call around its council board the 
keenest economists, financiers, and business men and 
together try to work out some feasible method whereby 
the coal mining industry could be restored to a sound 
working basis and other form of living employment 
provided for the excess labor now engaged in coal min- 
ing. Wages should come from profits. They cannot be 
paid out of capital. 


Several of THE FINANCIAL WorLD 


Farm contributors have recently discussed 
Loan in its columns the pressing neces- 
Reforms sity for legislative reforms framed 


; to protect the investors in farm 
mortgages from reckless private farm mortgage bankers. 
Mr. Harger, our real estate editor, a capable au- 
thority of long years’ standing, described in one of his 
articles the tragic outcome for many investors who 
placed their faith in the integrity of a Kansas Farm 
mortgage company and now discover they will receive 
but 7 per cent of their money back because of duplicity 
in dealings and reckless management. | 
It would seem it was in the power of Congress to 
enact a federal law under which private bankers sell- 
ing farm mortgages would be compelled to reveal at 
least annually their actual financial standing, arid file 
with. some designated authority a photostat copy 
of such essential information as would certify to the 


bona fideness of each farm mortgage sold investors. 
Each state where such business is transacted should 
by law also compel’ furnishing such vital information 
—for each state is earnestly desirous to protect, not 
only its good name, but also investors and farmers, 
each of whom are equally injured by any dishonesty that 
creeps into the business of lending money on farm 
lands. 

A disastrous farm loan company failure hits a type 
of investors who least can afford to stand the loss. 
These people consist of trustees of estates, widows, 
and institutions, which take kindly to such form of in- 
vestments for they have been educated to believe they 
offer the highest type of security. That is true, if the 
virus of dishonesty is eliminated. 


If Washington gossip is to be cred- 


Parker ited the Parker rail bill for the 
Rail consolidation of railroads stands a 
Bill good chance of passage in Congress 


and the President will affix his sig- 
nature to it when it reaches him. The bill seeks to 
relieve the Interstate Commerce Commission from forc- 
ing through its tentative railroad merger plan prepared 
several years ago with the assistance of Professor Ripley 
by giving the railroads the opportunity to effect volun- 
tary consolidations during a period of seven years. 
When this period is over then the Commission is 
empowered to make a survey of carriers which have 
not been merged and then make such recommendations 
as would in its opinion meet the existing necessities. 
If this measure would remove the complaint of delay 
in the economic consolidation of our transportation 
systems Professor Ripley made in his recent able 
article in World’s Work, it should be speedily enacted 
into a law. Something should be done to remove the 
dilly-dallying that has been indulged in by a “fear to 
do something” policy adopted by the Commission to- 
wards railroad mergers. 
Left to the railroads it is certain what mergers are 


_ effected would be on a sound financial. basis. This 


policy alone would assure their success—for then they 
would appeal to the security holders, whose property 
interests are legally safeguarded under the constitution. 
The proper disposition and appraisal of the involved 
securities has been one of the principal obstacles oppos- 
ing proposed mergers. 

This is one of the Gordian knots which must be 
severed. Whether the Parker bill can cut this knot is 
still to be determined. At least it can be tried with 
the certainty it cannot be worse than the experiments 
so far attempted—and might prove a considerable im- 
provement. 
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FTER many anxious weeks of wait- 
A ing the results of the audit of the 

books of the American States Se- 
curities Corporation were made public a 
few days ago. The delay was ‘due to 
settlement of certain contracts. 

The drastic decline in the public utility 
stocks that took place several months ago 
visited upon the corporation difficulties 
whose effects were far reaching and dis- 
astrous to both the company and its stock- 
holders. These troubles were accentuated 
by the activities of Frank Hulswit in the 
pool operations in the stock of the United 
Light and Power Company of which he 
was president. Subsequently an audit of 
the books was made. On March 13, 1926, 
Alfred A. Cook of the law firm of Cook, 
Nathan & Lehman, was retained as spe- 
cial counsel with instructions to make an 
independent examination of the affairs of 
the company and to make recommenda- 
tions in the interests of the stockholders. 
Prior to his appointment Frank T. Hulswit 
resigned. 

Mr. Cook’s recommendations to stock- 
holders and directors follow in part: 

“There have been issued and are out- 
standing 822,065 shares of Class A common 
stock and 1,011,432 shares of Class B com- 
mon. There had been subscribed $4,932,390 
for 822,065 shares of Class A stock ($6 
per share) and $2,057,160 for 411,432 
shares of Class B stock ($5 per share) 
aggregating $6,989,550. There were issued 
to Frank T. Hulswit, upon organization, 
600,000 shares of Class B common stock 
(at $5 per share) in payment for 30,000 
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American States Makes Report 


shares of Class B common of American 
Superlpower Corp., taken at $27 per share 
($810,000), and 15,000 shares of Class B 
common stock of United Light & Power 
Co., taken over at $146 ($2,190,000), an 
aggregate of $3,000,000, 

“The purpose of organization, as stated 
in the circular letter of December 17, 
1925, inviting subscriptions to stock, was 
stated to be ‘to invest in and to buy and 
sell securities of (a) public utilities cor- 
porations, (b) companies allied to the 
public utility industry, and (c) other com- 
panies approved by the board of direc- 
tors.” 

“The following additional securities 
were acquired by the American States 
Securities Corporation for cash at the 
following prices: 


24,380 Un. L. & P. “B’” com (old) $3,648,327 
4,006 Un. Gas Imp. Co. com..... 540,660 
7,900 Un. L. & P. “A” com. (old) 972,678 
2,000 Con. Gas of N. Y. com..... 186,000 
1,800 Laclede Gas Light Co..... 288,000 
6,000 Com. Pow. Corp. com. 240,587 
2,000 Brooklyn Union Gas Co... 196,000 
500 Guaranty T. Co. of N. Y. .. 192,500 
1,760 Con. Gana, of Balt. ....0+ 89,769 
08: Ta 2 O22. “A” Dee... 5.% 73,000 
500 Long Island Light com... 68,500 
500 Detroit Edison Co.,........ 67,700 
1,000 No. American Co. com..... 66,000 
1,000 Am. Pow. & Lt. Co. com..: 62,000 
$44,000 Bklyn U. G. 5%% deb.... 44,000 
555 Electric Inv. com. (full pd.) 33,300 
1,000 Nat. Pow. & Lt. Co. com. 29,000 
600 Fleischmann Co. com. ae 28,044 
500 Nat. Cash Register com... 25,775 
2,000 Ut. Shares Corp. com..... 20,000 
150 Finan. & Ind. Co. 7% pref. 15,108 
150 Finan. & Ind. Co. com. 3,114 
Miscellaneous warrants 405 
$7,191,771 


Mr. Cook goes on to state: 


“Although impressed, erroneously in my 
opinion, with the view that, as President 
of American States Securities Corpora- 
tion, he had full power and authority to 
deal for and in behalf of the corporation, 
without express action of the Board of 
Directors, and that he could administer the 
affairs of the corporation, without con- 
sultation with or the approval of the tem- 
porary members of the Board, Mr. Huls- 
wit, nevertheless, has responded to the 
suggestion that his failure to secure the 
consent and approval of his colleagues, 
makes it necessary for him to assume the 
burden of meeting the losses which were 
thus incurred to the extent reasonable and 
possible. He, therefore, has agreed to sur- 
render to the corporation for cancellation, 
for the benefit of its other shareholders, 
600,000 shares of Class B common stock 
of American States Securities Corporation 
acquired by him upon the organization of 
the corporation in payment for the 30,000 
shares of American Superpower B and 
the 15,000 shares of United Light & 
Power B, delivered by him to the corpora- 
tion, as also 89,326 shares of Class A and 
1,377 shares of Class B common stock of 
American States Securities Corporation. 
Negotiations involving other shares have 
been had, whereby 34,330 shares of Class 
A and 17,165 shares of Class B common 


stock of American States Securities Cor. 
poration will likewise be turned in for 
cancellation. 


A situation will thus have been created 
where there will be issued and outstand. 
ing as of the date of the carrying out of 
these recommendations, if they meet with 
your approval, only 698,409 shares of 
Class A stock instead of 822,065 and 392. 
890 shares of Class B stock instead of 
1,011,432. This reduction of outstanding 
stock increases the value of the remaining 


. Shares, in such measure, as substantially 


to offset the losses which were incurred 
through divers transactions not submitted 
to your Board for consideration and action, 
or otherwise sanctioned by it. 

On or about February 23, 1926, Ameri. 
can-States Securities Corporation pur- 
chased, under three contracts, 22,500 shares 
of Class B common stock of United Light 
& Power Company at $150 per share at a 
total cost of $3,375,000. $450,000 was paid 
in cash on account of the purchase price 
and the balance of $2,925,000 was made 
payable in instalments. The first of these 
instalments in the aggregate sum of $450,- 
000 is payable on May 25 next and unless 
then paid, there will result defaults under 
the contracts. Although at the time of 
this purchase, Class B common stock of 
United Light *& Power Company was sell- 
ing in the market in excess of $150 per 
share, it would seem as a result of subse- 
quent developments, this did not reflect a 








Exhibit A, 


ASSETS 
RO RS DS ns ies an sande been $72,623 
Investment—Cost—see below ...... 5,845,758 
WINER? citer seaahavesicauneae $5,918,381 
LIABILITIES 
Bank loan—sec. by coll. .......... $505,285 


Capital stock: 
698,409 sh. “‘A’’ com. @ $5 $3,492,045 








392,890 sh. “B’’ com. @ $5 1,964,450 
ML cinussacnebewane $5,456,495 
Deduct—Deficit as at 
March 31, 1926—per 
p. & 1, acct. below.... . 43,398 5,413,096 
DORR, -ccbc5 whine ckss See awake $5,918,381 
Value per share as per above...... $4.96 
Profit and loss account: 
. r Cr. 
Prem. of $1 on 822,065 
ee on Cass aessieoms sanvseee 
Income from invest. .... ccccsoce 34,757 
Profit sales of invest. .. ........ 103,247 
Lees on invest. ...ccces $4,169,298 ....ccee 
ee ee ee ee 3,710,990 
Sundry corp. exp. ...... 95,160 ...ceeee 
Payment on contracts 
for 22,500 class ‘“B” 
com, of Un. Lt. & Pow. 450,000 ....eee 
DEN Gtbbi ces bowen $4,714,459 $4,671,060 
Biet @Gehelt £0 GRtO cies cocesess 43,398 
Investments as at March 31, 1926, 
at cost: 
6 Un. Gas Imp. com. ...... $660 
555 El. Inv. com., full paid .... 33,300 
6,000 Un. b. @ BP. pid. B .cecc css 301,303 
2,000 Util. Sh. Corp. com. ...... 20,000 
19,980 Un. L. & P. B, old stk... 2,988,327 
6,000 Com. Power com. ........ 240,587 
150 Fin. & Ind. Secur. 7% pfd.. 15,107 
150 Fin. & Ind. Sec. com. .... 3,114 
6,400 Un. L. & P. A, old stk... 785,178 
30,000 Am. Superpower B ....... . 810,000 
Miscell. warrants ........ 405 
500 Guar. Trust of N. Y. .... 192,500 
1,000 Nat. P. & L. Co. com..... 29,000 
1,800 Laclede Gas com. .......... 288,000 
$44,000 Bklyn. Un. Gas 5%% debs. 44,000 
500 Long Isl. Light. com. ...... 68,500 
500 Nat. Cash Reg. com. ...... 25,775 
ee 
$5,845,758 
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yalue which can be accepted at this time as 
indicative of the real value of the shares. 
If this balance of $2,925,000 is to be paid, 
4 very substantial part of the assets of 
the corporation would be absorbed in pro- 
viding the funds wherewith to make the 
payments. 

It seemed therefore imperative, in the 
interest of the shareholders, to attempt to 
procure a cancellation of these contracts. 
Their execution having been duly author- 
ized by your Board, and Class B shares 
selling in the market at that time at a price 
in excess of $150 per share, litigation seek- 
ing relief from the enforcement of the 
contracts would be costly and the result 
of such litigation at best doubtful. It has 
therefore been arranged, after weeks of 
negotiation, with the venders but subject 
to your approval, for them to retain the 
down payment of $450,000, and to cancel 
the contracts without further payment. 
This arrangement, if carried out, will re- 
lieve the corporation from future payments 
aggregating $2,925,000, being at the rate 
of $130 per share. Assuming that the pres- 
ent value of the stock is $80 per share 
(which would seem to be a fair estimate), 


Exhibit B 








ASSETS 
Cash in banks 2a cdesae $72,623 
Investments—cost ....... 10,641,771 
Re ee re, ee 000 
$10,769,394 
LIABILITIES 
A Oe ee $737,000 
Capital stock: 
$9,167,485 
822,065 shs. of A com. 
a ee ee $4,110,325 
1,011,432 shs. of B com. 
Sh Bs ssn sae 5,057,160 
Add surplus March 31, 
1926 as p. & l. ace..... 864,909 
—— 10,032,394 


10,769,394 
Contingent liability: _ 


On account of contracts for purchase of 
22,500 shares Class B common stock of United 
Light & Power Co. $2,925,000. 

Value per share as per above ...... $5.47 


PROFIT AND LOSS ACCOUNT 
Dr. Cr. 


Prem, $1 per sh. on 822,- 
065 Cl. A com, 





Mca Mert OME $822,065 
B00: THOM: INVERE.. 566 6c0 0c. ao'cwcioce 34,757 
Rront on invest. cacccaee. <hasoscn 103,247 
Sundry corp. exp. ...... ee 
A 95,160 960,070 
Net profit to date ........ 864,909 . 





$960,070 $960,070 
SECURITIES ACQUIRED FOR CASH OR 
STOCK 


39,380 Un. L. & P. “B” com. (old). $5,838,327 
4,006 Un. Gas Imp. com. ........ 540,660 
7,900 Un. L. & P. “‘A” com, (old). 972,678 
2,000 Cons. Gas N. Y¥. com. 


wei 186,000 

6,000 Un. L. & P. “B” WEE: ss0% 301,303 
1,800 Laclede Gas com. ........ 288,000 
6,000 Com. Power com. .......... 240,587 
2,000 Bklyn Union Gas ......... 196,000 
500 Guar. Trust Co. N. Y. ...ee 192,590 


1,700 Con. Gas of Balt. ........ 89,769 
800 Un. L. & P. “A” Mi aes 73,000 


500 Detroit Edison ............ 67,700 
500 L. I. Lighting, com. .... 68,500 
1,000 No. American com. ....... 66,000 
1,000 Am. P. & L. com. ........ 62,000 
$44,000 Bklyn. Union Gas 5% % deb. 44,000 
555 Elec. Inv. com. (full paid) 33,300 
1,000 Nat. P. & L. ee 29,005 
500 Fleischmann com. ........ 28,043 
500 Nat. Cash Reg. com. ..... 25,775 
2,000 Util. Shares Corp. com..... 20,000 
150 Fin. & Ind. Sec. 7% pfd... 16,107 
150 Fin. & Ind. Sec. com. ...... 3,114 
i a ria WOTTHOLS os oc occce 405 
, : Pe, EE tak veie-én 6 810,000 


Payments ace. of contracts 
for purchase’ 22,500 Cl. “B” 
com. cf United L. & P... 450,000 


$10,641,771 
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a saving to the corporation of $1,125,000 
would be effected by the cancellation of the 
contracts. It is difficult to appreciate how 
there can be any desire on the part of the 
shareholders of the American States Securi- 
ties Corporation to be forced to remain 
bound by what have turned out to be bur- 
densome contracts, and from the terms of 
which upon any reasonable basis the share- 
holders should be freed. In this connec- 
tion it is proper to report that the cancella- 
tion of the contracts is procurable because 
I have been able to secure another pur- 
chaser for the 22,500 shares (old stock) at 
$80 per share, which, however, will entail 
a loss upon the original vendors of $1,125,- 
000 on the contract price. 


Various other claims aggregating the 
sum of $1,000,000 have been vigorously 
pressed against American States Securities 
Corporation, but in connection with the re- 
adjustment of its affairs as herein outlined, 
if approved by your Board, releases to the 
corporation from these claims will be ob- 
tained without the expenditure of any fur- 
ther moneys by it. 

There is outstanding a direct loan to the 
corporation as of March 31, 1926, of $505,- 
285.56, duly authorized and entered into, 
which is amply secured by pledge of securi- 
ties and it is thought preferable not to sell 
any of these securities until a permanent 
Board of Directors shall determine whether 
or not they should be disposed of. In order 
to free other securities of the corporation 
from claims against them, it will be neces- 
sary for the corporation to advance the sum 
of $75,000, against which advance the cor- 
poration will receive security believed to be 
capable of liquidation without loss to it. 


As a result of my examination of the 
affairs of American States Securities Cor- 
poration and matters cognate thereto, and 
of the negotiations which I have under- 
taken in order to work out the best and 
most practicable solution in the interests of 
the shareholders of the corporation, I 
earnestly recommend that your Board, at as 
early a date as possible, give effect to the 
carrying out of all the various adjustments 
tentatively arranged for, as hereinabove 
stated. Failing such action, it is my opinion 
that immediate receivership is inevitable, 
and complicated and involved litigation 
must ensue—all at the cost and expense and 
to the substantial detriment of the share- 
holders of the corporation. The adjust- 
ments are so inter-related that they must 
be carried out in their entirety or not at 
all, and I am hopeful that your Board will 
conclude that it is in the interest of the 
shareholders of the corporation that prompt 
action looking to that end be undertaken. 


Attached hereto marked A is a statement 
prepared by Messrs. Barrow, Wade, Guth- 
rie & Co. of the assets and liabilities of 
American States Securities Corporation as 
at March 31, 1926, with relative profit and 
loss account, after having given effect to 
the adjustments hereinabove recommended. 


_Likewise attached hereto marked B is a 


statement of the American States Securi- 
ties Corporation also prepared by Messrs. 
Barrow, Wade, Guthrie & Co. with relative 
profit and loss account, designed to show 
(Please turn to page 637) 
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The Federal Reserve Board 
states that Finance Com- 
panies supplement our com- 
mercial banking system and 
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need in our financial struc- 
ture, 
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in one industry is un- 
sound. An income all 
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Due May 1, 1947 
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water power over 85% of its total electrical output. 
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Proper Utility Return 


(Continued from page 621) 
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of our people are to continue unabated, 
regulation must on its part continue to be 
concerned, not with keeping just outside 
the line of confiscation, but with seeing to 
it that the capital under regulation receives 
fair and adequate wages. Utilities in the 
sound financial condition that attracts capi- 
tal are the utilities that can meet service 
requirements and render service at the low- 
est cost to the consumers. 


“So many factors are involved in deter- 
mining what is a fair rate of return that 
I hesitate to say anything abstractly on 
this subject, except to express my view 
that it would be extremely difficult to find 
anywhere in the country today a combina- 
tion of facts and circumstances warranting 
the conclusion that anything less than 8 per 
cent is a fair rate of return. * In determin- 
ing a fair rate of return it is important to 
understand that there is no guarantee under 
regulation that the rate of return theoreti- 
cally allowed will be actually secured. It 
can be secured only with good managemert 
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and good fortune. Regulation throws the 
risks squarely upon the owners who invest 
their capital.” 

From Paul A. Schoelkopf, president of 
the Niagara Falls Power Co., comes the 
following observation: 


“T think your judgment is correct that it 
is wise for public utility executives to place 
before the public their views rather than 
wait for action to be taken in the matter 
such as has been taken by the City of Bal- 
It has become recognized that the 
profits of corporations in furnishing service 
of a strictly public character may be regu- 
lated and limited by the state in the exer- 
cise of its police power, and this is deemed 
necessary because such strictly public 
service is usually a natural monopoly where 
a tendency to oppression might arise in the 
absence of regulation. The public, how- 
ever, which is interested in receiving the 
service at a low price is always more nu- 
merous than those interested in furnishing 
the service at a higher price, and, in a gov- 


ernment where majorities rule, regulatio, 
of prices is likely to swing from the op. 
pression of the public, which is designed to 
prevent oppression, to oppression of those 
furnishing the service. 

“In order that a corporation supplying a 
strictly public service may function proper. 
ly, it must receive enough money to pay its 
way. In determining what this rate of re. 
turn should be, I suggest the following 
considerations, which are often lost sight 
of in a discussion of the subject. 


“The abandonment of the private plank 
roads or turnpikes, of many private ferries, 
and in our own day of a number of inter- 
urban electric railroads, shows that there is 
always some danger of a major capital loss 
which must be taken into account in fixing 
the return upon capital invested in a strict- 
ly public service. 


“The present general recognition of the 
benefits, not only to the recipient but to the 
public generally, of the highest rate of 
wages compatible with successfully con- 
ducting an enterprise, should be extended 
to recognition of the benefits to the public 
of a high rate of return upon the savings 
of the thrifty, which are now being so 
largely invested in utilties. It is not to the 
benefit of the body politic that the income 
on savings should be reduced to the lowest 
possible return any more than wages should 
be reduced. A means is afforded through 
the securities of corporations furnishing the 
newest forms of public service to enable 
the frugal to obtain a higher rate of return 
upon their savings, with a reasonable de- 
gree of safety and varying with the seniori- 
ty of the security, than is afforded by de- 
posits in savings banks or investments in 
government bonds. It will be argued that 
this higher rate of return is objectionable 
because it comes out of the consuming 
public, but this is also true of higher wages, 
and in each case the burden of hardship to 
the consuming public of the additional cost 
is overborne by the benefit to the com- 
munity through the adequate reward and 
the incentive to the worker and the saver. 


“No rigid precise rate of return for all 
capital employed by corporations in the 
strictly public service field can be fixed, 
but it seems obvious that in a country af- 
fording the many opportunities for safe 
and profitable investment as the United 
States anything less than 8 per cent per 
annum in the newer and more progressive 
forms of public service, where obsolescence 
may be rapid, would be inadequate and 
would partially incapacitate such compa- 
nies from rendering proper service. Every 
reduction in the rate of return upon the 
newer public service properties below 8 
per cent per annum will tend not only 
to drive capital from investment therein, 
but also drive out of the business men of 
energy and vision whose efforts are essen- 
tial to the progress of the art.” 


Fixed Return Wrong 


Mr. R. Schaddelee, president of the 
United Light & Power Co., contributes the 
following terse comment: 

“Personally I am convinced that a fixed 
allowance of return is wrong whether it be 


The Financial World 








— OC. ne fe aa se OerlUlUDLh.CUCUDCUCUO 


f- 


the 
the 


ced 


rid 


6 per cent or 8 per cent. There should be 
some flexibility in the rate of return in 
order to encourage an incentive on the part 
of the public service corporation.” 


J. A. Hamilton, president of the New 
York State Railways, writes: 

“T am of the opinion that a rate of re- 
turn of 8 per cent is by no means excessive 
for a regulated business like gas and elec- 
tric utility, if due regard is to be given 
to the certainty and security of the partic- 
ular form of investment issued to attract 
the intelligent investor. 


“The return should be reasonably sufh- 
cient to assure confidence in the financial 
soundness of the utility and should be ade- 
quate to maintain its credit and enable it 
to raise the necessary funds for the proper 
performance of its ‘duties to the public. 


“In my judgment the present money mar- 
ket and general business conditions do not 
warrant a reduction in the rate of return. 
As a matter of fact the traction utilities 
particularly have long realized that an 8 
per cent return is inadequate to permit 
financing without placing upon the utilties 
an additional burden brought about by 
heavier discount amortization. 


“In order to finance any additions or im- 
provements to the property of this com- 
pany at this time would mean a rate of 
return of over 10 per cent on the basis of 
the present market quotations of its securi- 
ties. 

“To sum up the situation briefly, a proper 
rate of return is simply one which will 
attract capital, and new money is most es- 
sential to the utilities if their duties to the 
public are to be properly discharged.” 








United Shoe Machinery 
(Continued from page 624) 
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well as to the advantage of the public 
at large. 


Importance of Maintenance Service 


The upkeep service is fully as important 
as the leasing branch. Shoe manufactur- 
ing is continous through a series of ma- 
chines—the soles being stitched on one, 
the uppers attached on another, the heels 
on still another, and so on, with various 
finishing processes. If one machine gets 
out of order, it holds up all the others in 
its series. It therefore becomes very im- 
portant that each unit be kept in prime 
condition and that repairs be made prompt- 
ly. The United Company’s trained service 
crews accomplish that. Day and night, 
in all parts of the country and abroad, 
shoe manufacturers are supplied with their 
expert service and no competitor has ever 
been able to render anything approaching 
it in all-round efficiency. 


If you happen to be a cynic toward 
monopolies, believing that their evil genius, 
greed, will sooner or later undermine the 
ideals of such service, you may look at the 
Purely mercenary side of the proposition 
and you will see that any attempt to re- 
duce the cost of rendering this service 
would immediately result in losses to the 
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United Company. It has never been ac- 
cused of inviting losses and there are no 
signs of senility in its makeup. 


Service Charge Small 


At the same time the money tribute, if 
you wish to call it that, paid the company 
for its services, is ridiculously small in 
proportion to the total cost of a pair of 
shoes. The 1923 census of manufacturers 
(latest figure available) valued at $950,- 
000,000 the company’s total output of 
351,000,000 pair of boots and shoes of all 
kinds, except rubber shoes. In the same 
year, United Shoe Machinery’s earnings 
before taxes and contingencies, were ap- 
proximately $6,500,000, or less than three- 
quarters of one per cent of the total shoe 
output value, the average per pair being 
somewhat under two cents. The figures 
do not give an exact idea of the small- 
ness of the royalty payments perhaps, be- 
cause the company’s published reports in- 
clude profits from its merchandising and 
export business as well as from domestic 
royalty payments. 


The royalty payments are fixed. They 
are based on the operations performed by 
the machines. They are not influenced by 
the price changes in shoes, and their ag- 
gregate is affected in any one year, only 
by the volume of shoe production. Not 
many manufacturing companies have such 
a large measure of immunity from fluctua- 
tions in their margin of profit, as does the 


United Shoe. 


And this being true, the company’s earn- 
ings are largely proof against any ordi- 
nary periods of depression; for only an 
abnormal variation in total shoe output 
from year to year will cause any large 
difference in the total net income, or in the 
earnings per share. Take 1924, a year 
which witnessed a very unusual falling off 
in shoe production. The decline of 
38,000,000 pairs, or 11 per cent, as com- 
pared with 1923, was due partly to the 
general slump in industrial activity and 
partly to the overproduction in the pre- 
vious year. In its fiscal year, correspond- 
ing with this 1924 calendar year of falling 
shoe production, United Shoe reported a 
decline in net income of only 7.7 per cent 
or $542,000, which made a difference of 
less than 30 cents a share in common 
stock earnings, as compared with the 
previous year. 


Other Features of Strength 


While the principal purpose of this ar- 
ticle has been to throw light on some 
of the characteristics that distinguish 
United Shoe from other leading industrial 
common stocks, it would be incomplete 
without reference to some of the more 
commonplace tests of value. I can do no 
more than summarize these points, but they 
speak for themselves. 


1—The company has plowed a large 
proportion of earnings year after year, 
back into its property, not only to 
strengthen the foundations of its business, 
but to build up diverse sources of addi- 
tional income, from allied operations or 
investments. 


In addition to the nine big plants in this 
country and abroad, in which heavy shoe 
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and tanning machinery is made, there are 
now approximately 60 plants of varying 
size scattered througout the country, and 
devoted to the manufacture of essential 
shoe findings and accessories, such as eye- 
lets, nails, tacks, brushes, dies, cutters, 
and even wooden packing cases and paper 
shoe cartons. This findings business is 
growing steadily and its possibilities may 
be appreciated from the fact that although 
it now constitutes about one-half the 
company’s gross volume, it still represents 
but a small percentage of the total of such 
business done by outside manufacturers. 


“Hidden Assets” 


On the books, the investment account is 
lumped with the company’s leased ma- 
chinery but it is an open secret that it 
includes millions of dollars invested in 
high-grade income-producing securities, as 
well as heavily undervalued subsidiary 
company stock holdings. These subsidiar- 
ies were merged with the parent concern, 
which took credit on its surplus account, 
for $7,680,000, representing “revaluation 
of stock of subsidiary companies entirely 
owned and assets taken over from them.” 
This $7,680,000, equal to nearly $4 a share 
on the present outstanding stock, repre- 
sented, at least in great measure, accumu- 
lated subsidiary company earnings never 
previously reflected in the parent com- 
pany’s income account. It is safe to say 
that there are other subsidiaries in a sim- 
ilar relationship, whose earnings will 
sooner or later also be taken into surplus. 


2—Company makes heavy charges against 
earnings for contingency reserves. The 
latter amounted to nearly $6,000,000 as of 
March 1, 1925, and were apparently far 
above any reasonable requirements of the 
future. If so their effect has been greatly 
to minimize earnings. 


3—Plants and manufacturing equipment 
are carried at patently low valuations, re- 
sulting from liberal depreciation charges. 
The total is $4,614,000. Allowing for ex- 
clusion of plants owned by subsidiaries 
and carried by them separately, this figure 
works out at average of less than $100,000 
per plant unit. 


4—Capitalization is exceptionally well- 
balanced with no bonds, only $10,600,000 
preferred stock, and $48,534,000 common 
(1,941,400 shares of $25 par). Surplus 
even in face of ultra-conservative ac- 
counting equals nearly 50 per cent of 
common stock capital, though a 40 per 
cent stock dividend was paid as recently 
as 1923. 


5—Company has never reduced a reg- 
ular dividend. It has paid frequent stock 
dividends and extra cash dividends, how- 
ever, and as accompanying table shows, 
the constant increase in returns to stock- 
holders has been remarkable. The buyer 
of 100 shares at, say, 33 as recently as 
1923 when the dividend rate was $2, has 
had his holdings increased by a stock 
dividend to 140 shares, on which he re- 
ceived last year $3.50 a share in regular 
and extra cash dividends, equal to $490, 
of 15 per cent, on his investment, and at 


today’s market prices that investment has 
more than doubled. 


Current estimates of what the forth. 
coming annual report will show, indicate 
that earnings will exceed $8,000,000, break. 
ing all records in amount, and approaching 
$4 a share on the common. 


The outlook is favorable to a normal 
increase in domestic shoe output in 1926; 
the company’s income outside of royalties 
is constantly expanding, its Central sub- 
sidiaries have about recovered from effects 
of the war; foreign business is increasing 
in sections where shoe manufacturing jis 
being newly developed, notably South 
America; financial position was never 
stronger. 

The stock sells currently on the Boston 
Exchange where it has long enjoyed an 
active market, at $50 a share to yield 5 
per cent on the basis of its regular $2.50 
dividend only. 








Bond Market 
(Continued from page 629) 
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by a company that has a relatively heavy 
funded debt. The company’s statistical 
record is not particularly impressive but 
does evidence a fairly steady growth. The 
issue is not exceptionally attractive under 
present market conditions but holds some 
long-pull possibilities. 


Industrial 
$5,000,000—Sr. Recis Paper Co. 
6 per cent debentures at 9914. 


These bonds represent the sole funded 
debt of one of the most successful paper 
manufacturers, which also controls valu- 
able power rights and production facili- 
ties. The issue is not secured by mortgage 
but derives adequate protection from large 
equities in preferred and common stocks 
and average earnings provide a satisfac- 
tory coverage for interest charges. The 
notes offer an attractive income at the 
offering price and should prove to be a 
stable holding, but of course, in a short 
term issue callable at 102%4 there is prac- 
tically no chance of appreciation. 


5-year 


$7,500,000—SuHaAFFER Om & REFINING (Co. 
2-year 6 per cent gold notes, at 99%. 
Another adequately secured debenture 
issued by a first-class obligee, offering a 
satisfactory return without chance of ap- 
preciation. 
Foreign 
$30,000,000—RepusLic or UruGuay exter- 
nal sinking fund 6s at 96%. 


These are medium-grade foreign bonds . 
that appear somewhat overpriced in com- 
parison with other similar issues. The 
yield is not particularly attractive for this 
type of bond. The bonds are accorded 
a cumulative sinking fund which operates 
to call $150,000 face amount semi-annually 
at par, beginning Nov. 1, 1926. The Re- 
public reserves the right to increase the 
amount of any sinking fund payment and 
to tender bonds in lieu of cash if pur- 
chased below par. The sinking fund is de- 
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signed to redeem the entire issue at or 
before maturity. Possibly this sinking 
fund feature offers some attractive specu- 
lative factors. 


$3,500,000—INTERNATIONAL RaILwAys OF 
CENTRAL AMERICA first mortgage col- 
lateral 6s, 1941, at 96. 


Secured by deposit of first mortgage 5s 
due 1972. The future of this road appears 
rather bright and the bonds are adequately 
secured and protected by earnings. How- 
ever, the yeld at the offering price is only 
640 as compared with a return of about 
6.55 from the first mortgage 5s at current 
market levels. Furthermore, the call price 
of 102 will not permit of such substantial 
appreciation as is possible in the case of 
the 5s which are redeemable at 102%. 








American States Reports 
(Concluded from page 633) 








the condition of the corporation which 
would have existed as at March 31, 1926, 
in the event that divers transactions en- 
tered into without authority of the tem- 
porary Board of Directors had not been 
undertaken.” 


There is probably little satisfaction for 
the stockholder in the treatment he has 
been accorded in this situation. What Mr. 
Hulswit did for his personal account, he 
alone is responsible for. What was done 
for the account of others for whom he 
was acting as trustee is an entirely differ- 
ent matter. While predicated, no doubt, 
on good intent this overextension of activi- 
ties brought heavy losses not only to him- 
self but to the stockholders who had a 
firm belief in his ability to repeat the 
many successes he had accomplished in 
the utility field. 


Mr. Hulswit resigned from the presi- 
dency of the United Light and Power Com- 
pany on March 11, two days after it was 
disclosed that a banking syndicate had 
taken most of the floating supply of the 
company’s stock out of the market. Since 
then Mr. Hulswit has resigned the presi- 
dency of the Brooklyn Borough Gas Com- 
pany and from the boards of other United 
Light subsidiaries and the American 
Superpower Corporation in addition to the 
American States Securities. 


Although the statement does not dis- 
close with what interests the corporation 
made the contract to buy United Light 
stock, it is understood that these interests 
were represented in the transaction by 
Howe, Snow & Bertles, a brokerage house 
which has in the past participated in 
offerings of United Light stock. 

The situation as now disclosed (based 
on current quotations) shows value of 
about $3.42 a share for the stocks if the 
company were to liquidate. The rally in 
the shares following the issuance of the 
report has not fully reflected this appraisal 
with the A stock quoted 3, 334 and the B 
2%, 234. The warrants which have a call 
on the A stock at $8 up to the end of 1926 
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and at $12 to the end of 1927 are quoted 
%4-¥%4, and unless some change is made in 
the provision of the warrants their pros- 
pects are such as to suggest sale. 


What is the stockholders position? 
What action is to be taken? Slightly 
better prices than those mentioned above 
will possibly be realized, in accordance 
with the values as set forth in the report. 
The annual meeting is to be held on June 
8 when further clarification should be 
forthcoming. But what does the future 
hold in the light of recouping losses? 
There are many questions that could be 
asked before arriving at an intelligent an- 
swer. Let us enumerate: 


1. Who is going to direct the affairs 
of the corporation in the future? Can 
the present board lay claim to successful 
operation in view of past indifference? 


2. Are the securities held to be consid- 
ered as undervalued even at these prices 
and with a possibility of market apprecia- 
tion that would react to the stockholders’ 
benefit? If not dependant upon price ad- 
vances does the income return justify the 
investment? The answer is probably “no” 
to both questions. 


3. Are the stockholders’ interests to be 
the primary consideration hereafter? 

Summing up it appears advisable that 
stockholders should take advantage of the 
improvement in prices by transferring 
their holdings to sounder situations where 
safety of principal and a favorable income 
return are obtainable. 
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Production at High Level 

“Something of a check to industrial ac- 
tivity is noted in the textile and steel trades, 
but in other departments of manufac- 
ture production is maintained at a very 
high level, says Dun’s Weekly Review. 

“The curtailment in textile lines is wide- 
ly attributed to the restricted demand for 
seasonable fabrics resulting from the back- 
ward spring. While the report of the 
largest producer of iron and steel, show- 
ing a decrease in unfilled orders during 
April in excess of 500,000 tons, was less 
satisfactory than had been expected, the 
production by this interest had previously 
been close to capacity, establishing a very 
high record of output and indicating an 
unusually large consumption of material. 

“Ordering for fall is noticeably con- 
servative in most departments of trade, 
the facility with which supplies can be 
secured having become such a recognized 
trade convenience that there is litttle or no 
pressure to make commitments far ahead. 
In the aggregate business is of substantial 
proportions.” 
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Giving Good Advice 

In passing I might state to you that 
I have taken the privilege of calling the 
value of your magazine to the attention 
of a number of my friends which I hope 

might benefit you. at some later date. a 

a. Ss. 

“Tell your friends they need it.” 





WHAT STOCKS 
TO BUY? 


Since the Collapse of February and March 
stock market movements have been extraordin- 
arily mixed. 

The Armour & Co. stocks, American Woolen 
and smaller motors like Jordan have made new 
lows. At the same time, issues like Freeport 
Texas, Skelly Oil and Shubert Theaters have 
gone into new high ground. 

Opportunities on both sides of the market are 
clearly available. But, as shown above, the great- 
est discrimination is essential. 


WHAT be BUY 
an 
WHAT TO AVOID? 


Many stocks are still on inflated levels. _Num- 
erous others—as is clear from the above—are 
still considerably below their real values. They 
offer most attractive opportunities for profit. 

A group of stocks in an attractive position for 
the long pull—individual issues clearly overvalued, 
as contrasted with other groups and issues that 
are under-valued—are pointed out clearly and 
specifically recommended for purchase or sale, in 
our latest analysis of stock market conditions. A 
few copies are now available for FREE distribu- 


tion. 
Simply ask for FWM-15 


AMERICAN INSTITUTE OF FINANCE 
141 Milk Street Boston, Mass. 








Investment Suggestions 





We Recommend 


American Power & Light 
6s due 2016 
At mkt., to yield about 6.10% 


Puget Sound Power & Light 
First & Ref. 5s, due 1931 
At mkt., to yield about 5.10% 


Florida Power & Light 


First Mtge. 5s, due 1954 
At mkt., to yield about 5.30% 


Circulars upon request 


Mc DONNELL & (0. 


120 BROADWAY 


NEW YORK 
Members New York Stock Exchange 











San Francisco 


ii ince 


Investors Everywhere Use 


MOODY'S 
RATINGS 


Found Only in Moody's Manuals 


STOCKS 


Carried on conservative margin 


H. F. McCONNELL & CO. 


Members New York Stock Exchange 
(Established 1908) 
150 B’way, N. Y. Tel. Rector 2100 
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Buy “Shares 
in America” 








$8O 





(or multiples thereof) 
dividend-paying railroads, 


Oils including 


New York Central 


United States Steel 


Company, Trustee. 


Average yield over 
six year period 
about 8% 


Send for Circular F. W. 15 





will purchase participating owner- 
ship in twenty-four seasoned and 
public 
utilities, industrials and Standard 


Am. Telephone & Telegraph 


Standard Oil of New Jersey 


Secured by deposit with Chatham 
Phenix. National Bank and Trust 








THROCKMORTON & CO. 


NEW YORK 


100 BROADWAY 
Telephone Rector 1060 














What Every 


Security Holder 
Should Have 


Rate Basis Too Low 

The report of the Northern Pacific Rail- 
way for 1925, made public this week, gives 
in tabular form the rate of return on the 
company’s property investment during the 
ten years from 1916 to 1925, inclusive. 
The figures show the devastating effect of 
the depression in the territory oe rail- 


road revenues: 


Net Return on 
Railway Invest- 

Operating ment 

Income Per cent 
$33,446,012 6.416 
30,491,140 5.794 
24,217,342 4.538 
14,368,479 2.688 
7,949,458 1.446 
10,843,826 1.931 
19,450,515 3.472 
17,100,557 2.929 


Year Railway 
ending Property 
Dec. 31 Investment 
1916 $521,303,308 
1917 526,294,063 
1918 533,605,992 
1919 534,450,449 
1920 549,775,317 
1921 561,436,950 
1922 560,271,172 
1923 583,882,752 
1924 588,886,578 19,861,077 3.373 
1925 598,746,382 22,227,319 3.712 


The income account shows net income 
for 1925 of $17,944,287, against $15,970,244 
the previous year, equal to $7.24 a share 
earned on stock outstanding in 1925, against 
$6.44 a share in 1924, Gross revenues ad- 
vanced from $95,292,403 to $97,864,554. 

There are now 37,322 owners of the 
road’s stock, the report recites, and 30,000 
owners of its bonds. That the company 
has a large percentage of small stock- 
holders is shown by the fact that 20,122 
persons own from 1 to 19 shares; 12,229 
hold from 20 to 99 shares, while only 4,971 
hold 100 shares or more. Of the stock- 
holders 14,576 are women and 2,731 are 
savings banks, insurance companies, 
trustees, guardians, colleges and charitable 
institutions. 


“In the ten years ended Dec. 31, 1925,” 


Operating economies have accompanied 
very substantial gains in traffic, resulting 
in the company’s net income for last year 
showing nearly four times the amount re. 
turned for 1921. During this period each 
year showed an increase over the year 
previous. 

Based on earnings for six months ended 
March 31, 1926, with the remainder of the 
year estimated and allowing for normal 
seasonal variations of both net and gross, 
earnings per share of common for the cur. 
rent year are estimated at $6.70. 

The diversity of the road’s freight ton- 
nage is enviable, few roads having a bet- 
ter balanced traffic. No single commodity 
or group of commodities assumes a posi- 
tion of preponderating importance. The 
largest single item of tonage is bituminous 
coal, while agricultural products, automo- 
biles and refined petroleum are also im- 
portant. 

Property values are sound, and at the 
end of the last year net tangible assets 
applicable to common amounted to $162.58 
per sare. It is significant that if 6 per 
cent were earned on the property valua- 
tion claimed by the company this would 
amount to about $12 per share on the com- 
common and preferred stocks. 

The company’s balance sheet as of De- 
cember 31, 1925, revealed an exceptionally 
strong current position, with current as- 
sets of $148,873,598, as against current lia- 
bilities of but $29,828,045. The items of 
cash and government securities alone 


amounted to more than current liabilities. 
Wabash Railway’s capital structure is 
excellent. Funded debt comprises only 40 


We have prepared a booklet containing 
Customers’ Securities Records as well 
as our individual suggestions as to 
trading pong A and will be pleased to 
send a copy any reader of The 


says a joint statement by Howard Elliott, 
Chairman, and Charles Donnelly, President 
of the road, “the sum of $88,543,321 has 
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IF ONLY ONE 
CIRCUMSTANCE WERE 


IN FORCE— 


all would be easy. How can we 
get an unbiased and comprehen- 
sive summary of these many in- 
fluences which cause stock prices 
to rise or fall? 


What thing best summarizes all 
the circumstances and forces 


WHICH AFFECT THE 
PRICE OF STOCKS? 


A keen answer is to be found in 
a digest which will be sent 


FREE ON REQUEST 
FILL IN COUPON 


Tit LMANSuRvVEY 


Nottingham Bldg., D-19, Boston, Mass 
Please send free booklet offered "above 











WE BAVE NO SALESMEN TO ANNSY YOU 


been expended on additions and _ better- 
ments to the property, so as to enable the 
company to give better service and over- 
come in part the increased costs, while in 
the same period, not counting the increase 
in debt due to the refunding of the North- 
ern Pacific-Great Northern (C. B. & Q. 
collateral) joint 4s in 1921, the total debt 
outstanding in the hands of the public 
decreased $3,414,900. 

“While there has been an improvement 
in the rate of return since 1920, when 
Federal control ceased, the returns are 
much less than they were prior to that 
period. As stated in the annual report for 
1924, the general rate basis is too low.” 








Earning Trends 
(Concluded from page 630) 








common, selling at the same level and hav- 
ing a record during recent years of in- 
creasing earnings. From nil in 1922 prof- 
its have steadily increased to the equiva- 
lent of $6.60 in 1925. This important rail 
has been reviewed several times in THE 
FINANCIAL Wortp and therefore a de- 
tailed analysis is not necessary at this 
time. However, it will be well to point 
out some salient features concerning the 
situation. 

In contrast to Bethlehem, Wabash for 
years used surplus earnings to build up 
the property, and holders of the stock will 
be in a position to benefit from this policy. 


per cent of the total capitalization, with 
preferred stock amounting to 30.7 per cent 
and common 28.3 per cent. Few railroads 
in the United States have a_ smaller 
amount of bonds than stocks outstanding. 


Having established that Wabash has a 
sound financial structure, excellent current 
position, good physical condition and 
bright earning prospects, let us look at 
another angle, that of merger prospects. 
The road has already acquired control of 
Ann Arbor, and this acquisition has been 
approved by the Interstate Commerce 
Commission. Wabash would be an im- 
portant connecting link in the Loree south- 
western system, which includes St. Louis- 
Southwestern, Katy and Kansas City 
Southern. It is noteworthy, when con- 
sidering merger possibilities, that W. H. 
Williams, chairman of Wabash, is also 
chairman of Missouri-Pacific, and both 
Mr. Williams and Mr. Loree are active in 
the affairs of Delaware & Hudson and 
that Kuhn, Loeb & Co. handle the financing 
of all these properties. 


A transfer from Bethlehem to Wabash 
common would leave one in the same posi- 
tion as regards lack of immediate return, 
but the outlook for future favorable mar- 
ket action and dividend payments should 
be vastly improved. The same economic 
factors which are adversely effecting the 
industrials are having a beneficial influ- 
ence on the rails. Why fight these influ- 
ences, when by an intelligent selection of 
stocks they may be transformed from 4 
detriment to an aid? 
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Bulls and Bears 
(Continued from page 628) 























is in position to pay the extra; also an 
offer will be made to take over the 40 per 
cent minority in Fisher Body on a basis 
of three shares of Fisher for two shares 
of General Motors.. 


Nash Motors— 
Rating “B” 

What had the appearance of a bear raid 
was staged in Nash Motors Thursday 
when nearly 200,000 shares, or 20 per cent 
of the total transactions of that day, were 
recorded. According to reports the bank- 
ers of the company stood ready to buy 
large amounts at 52. Nash and General 
Motors are about the only motor stocks 
which have been able to display much 
strength in recent months, * 


Paige Detroit— 
Rating “B” 

Paige Detroit, which has been quite 
weak marketwise, is officially reported to 
have covered its dividend in the first 
quarter by a comfortable margin. The 
company’s earnings were adversely af- 
fected by failure to receive bodies. 


Willys Overland— 
Rating “C” 

Because of drastic changes in the policy, 
Willys Overland profits for the first 
quarter of 1926 did not make a very favor- 
able showing, when net amounted to 36 
cents a share on the common stock. How- 
ever, according to President Willys, net 
earnings in April amounted to more than 
$2,000,000, compared with a total net of 
$1,234,000 in the entire first quarter. He 
estimates May net of $2.50 and expects 
the second quarter net to break all re- 
ports. The company now has increased 
its Knight motor cars to around 50 per 
cent of total production. 





Oils 





Mid Continent Petroleum— 
Rating “C” 

Mid Continent Petroleum reports net be- 
fore depreciation, depletion and federal 
taxes of $2,854,000 in the first quarter of 
1926, compared with $3,695,000 in the first 
quarter of 1925. The decline in net is ac- 
counted for by inventory adjustments made 
in the first quarter of last year. 


Pacific Oil— 
Rating “A? 

Pacific Oil reports $4.70 a share earned 
in 1925, compared with $3.40 in 1924. All 
stockholders have now received a share of 
Standard Oil of California and in addition 
will receive a final liquidating dividend es- 
timated at from 50 cents to $2. 
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| Development and Possibilities of 
U. S. Distributing Corporation 





are outlined in our Special Analysis 


Third Edition 


A copy of which will 
be mailed upon request 


Lansburgh Brothers 


Members New York Stock Exchange 


30 Broad Street 


Pan American West.— 
Rating “C” 

Apparently Pan American Western is 
not doing so well this year; a net of $810,- 
000 before depreciation, depletion, etc., was 
reported for the first quarter of 1926, and 
in 1925 the company reported net after 
these charges of $4,233,000. These charges 
amounted to $2,941,000 in 1925, and if the 
same charges obtain in 1926, a net of but 
$65,000 is indicated for the first quarter. 


Pure Oil— 
Rating “A” 

Pure Oil reports $3.70 a share earned on 
its common stock in the fiscal year ended 
March 31, 1926, compared with $3.10 in 
1924. The company substantially improved 
its financial condition during the past year 
by reducing funded debt and notes pay- 
able from $30,000,000 to slightly less than 
$15,000,000. 


Shell Union— 
Rating “A” 

Shell Union Oil reports net of 52 cents 
a share earned in the first quarter of 1926, 
compared with 42 cents in the first quarter 
of 1925. The company’s depreciation and 
depletion charges continue to absorb more 
than 50 per cent of earnings. 


Skelly Oil— 
Rating “B” 

Skelly Oil is doing very well thus far 
in 1926. The company reports $1.34 
earned on its common stock in the first 
quarter, compared with 90 cents a share in 
the first quarter of 1925. 





Railroads 





Atlanta, Birm. & Atl.— 
Rating “D” 

Court has ruled sale of road necessary 
and as this means exchange of bonds fot 
preferred stock guaranteed by Atlantic 
Coast Line, no value appears to be left 
for common stockholders. 


Chicago-Great Western— 
Rating “D” 
According to President Howard the out- 
look for crops in the Chicago-Great West- 
(Please turn to page 647) 
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Stocks 
and 


Business 


Write for our Monthly Letter 
B-5 on conditions. Stocks 
bought and sold on com- 
mission — cash or margin. 





Hartshorne, 
Fales & Co. 


Members N. Y. Stock Exchange 
71 Broadway New York 
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To Yield 612% 


10-Year Convertible 
Sinking Fund Gold Notes 


$2600 Security Behind 
Each $1000: Note 


Average earnings last three 
years indicate interest require- 
ments earned seven times and 
more than ten times over 
in 1925. 

Attractive conversion privi- 
lege into Capital Stock. 
Corporation in exceptionally 
strong financial position, with 
a minimum of inventory prob- 
lem and doing practically a 
cash business. 

Outstandingly the largest 
Corporation in an essential in- 
dustry, rendering a public 
service, which has shown con- 
sistent and remarkable growth 
and expansion. 


Circular upon request 
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A Personal Message to Non-Subscribers 


If You Are Already a Subscriber Show This to a Friend 


You consult your doctor regarding matters of 
health and your lawyer regarding matters of law, 
and yet the chances are that in matters of investment 
you fail to profit by the knowledge and advice of 
specialists whose life study and work has been 
devoted to investments. 


The average individual loses thousands of dollars 
in the course of a lifetime through failure to secure 
information and advice from competent financial 
authorities. 


Would you not jump at a chance to make an 
arrangement with your lawyer and doctor that 
gave you the privilege of consulting them at any 
time during a whole year for only a $10 bill? 


Just think of this. For only $10 you may secure 
the privilege of consulting by letter the leading 
investment weekly in America as often as you wish. 
Only yearly subscribers are entitled to this valuable 
privilege. But this consultation privilege is only a 
small part of what your $10 secures for you. 


The most important part of your bargain con- 
sists in the 52 (weekly) issues of THE FINANCIAL 
Wor.p—each issue brimful of sound, common-sense 
information and advice including what securities to 
buy, and when, and which to avoid or sell. 


For this same $10 you also receive each month 


a revised copy of Guenther’s Monthly Appraisals 


of almost 900 listed stocks. ‘These Appraisals are 
revised monthly and give in a condensed form the 
facts you need to know about any stock you hold 
or contemplate buying. Among other things the 
Appraisals show our rating of A, B, C or D and 
the amount each company earns and pays per share. 
Also we show the prospects of each company— 
whether for improvements or otherwise—whether 
for a higher or lower dividend, etc. 


Whether you are an ultra-conservative investor or 
one speculatively inclined you will find that the 
information you receive from our Complete Invest- 
ment Service for only $10 for a full year will 
make and save for you so many times the subscrip- 
tion price that you will then understand why our 
percentage of renewals is the greatest of any mag- 
azine. 


Our own subscribers are so enthusiastic about the 
value of THE FINanciAL Worip, Guenther’s 
Monthly Appraisals and the free consultation priv- 
ilege that our greatest source of new subscriptions 
is from the recommendations made by subscribers 
to their own friends. After all, that is the best 
proof that what we offer the investors of America 
is a complete service that enables them to buy sound 
securities when undervalued, and to sell them when 
conditions warrant their sale, at a handsome profit. 
Never was it more important to benefit by our 
complete investment service than in the uncertain 
period ahead. 
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USE THIS COUPON TO SUBSCRIBE 





The Financial World, 
53 Park Place, New York City. 


Enclosed find my check for $10.00 in full 
payment for your Complete Investment Service 
for one year, which includes THe FINANCIAL 
Wortp every week, Guenther’s Independent Ap- 
praisals every month, Free Privilege of confiden- 
tial advice and membership in Association of 
American Investors. 


Name 





Address 








GIVE THIS COUPON TO A FRIEND 





Mail this Free Sample Copy Coupon Today 


The Financial World, 
53 Park Place, New York City. 


Please send a free “acquaintance” copy 
of THe Financtat Wort to the address below 
without obligation of any kind. 


Name 





Address 
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Engineers Public Service 
(Concluded from page 625) 


Associated Gas and Electric 
System 


Founded in 1852 

















ment of $7 a share offering a yield of 8 























per cent. 
In addition there are warrants outstand- 
ing for.the purchase of 200,000 shares of ous 
common stock on or before January 2, $35,000,000 Securities Called 
1928, at $25 per share, thereafter on or : BONDS 
before July 1, 1930, at $27.50 per share and , Call Price 
thereafter on or before January 2, 1933, at Baldwin Water Co. Ist 6s, due 1933.......................-------- 105 
$30 per share. In making its statement for Clarion River Pr. Co. 1st 6148, due 1947... 110 
the twelve months ended February 28, Crawford County Rwys. Co. Ist 6s, due 1961................ 100 
1926, the company included subsidiaries of Granville Lt., Pr. & Fuel Co. 1st 6s, due 1932................ 100 
the company as now constituted for the Halfmoon Lt., Ht. & Pr. Co. Ist 6s, due 1943..._........... 105 
full twelve months ended February 28, Litchfield El. Lt. & Pr. Co. Gen. & Ref. 714s, due 1935 110 
1926, combined with the Engineers Public Madison Pr. Co. Ist 68, due 195] ............-..c-c--ceceeeeeeeee-e- 105 
Service Company on the basis of its own- Manila Elec. Co. Ist Ref. 7s, due 1942....00.....0.-..2--0-.--- 115 
ership or control of common stock of sub- Murray Elec. Lt. & Pr. Co. Ist 6s, due 1943.................. 100 
sidiaries as of April 12, 1926. It includes Northwestern Elec. Serv. Co. Ist & Ref. 6s, due 1962 105 
a full year’s dividend on the preferred Ovid Elec. Co. Ist 6s, due 1943..... 102 
stock used in the acquisition of these sub- Penelec Coal Corp. Ist 6148, due 1944.00. 110 
sidiary stocks and also estimated operating Pennsylvania Elec. Corp. Deb. 6148, due 1954................ 105 
expenses of the company for a full twelve 6 & &e «Gs, dee 1955... 105 ° 
months. It is as follows: Penn Public Service Corp. Deb. 6%s, due 1938............ 105 
Gross $23,108,937 " i ws “Ist & Ref. 68, Series A, due 
Expenses and taxes ..........2.:000 14,298,134 W929 nn. nnenneeeseecnn ences - 101% 
Portsmouth Pr. Co. Ist 68, due 1945....000.......e eee ences 105 
Net $8,810,803 Raymond Candia Elec. Co. Ist 6s, due 1945.................. 105 
Interest, amortization and rents.. 2,944,324 Solsville Elec. Lt. & Pr. Co. [st 6s, due 1934 nn ewer ewn een nnn-ne 102 
Subsidiary pref. dividends. ........ 1,293,254 Warren Lt. & Pr. Co. Ist Ref. 6s, due 1933.................... 105 
Applic. to subs. common stock... 188,057 Youghiogheny Hydro Elec. Corp. Ist 6s, due 1949........ 10744 
Net income $4,385,168 PREFERRED STOCKS 
Eng. P. S. pid. divs. n-ne 1,856,197 Litchfield Elec. Lt. & Pr. Co. 8% .-.2---.1:---10--c0eessveeessne-s 27Y, 
are 0 
Bal. for res. and com. div........ $2,528,971 IR I ST PR annem _ 
; : Holders of the above securities may receive cash immediately at Na- 
The net income as applied to the pre- _ tional Bank of Commerce in New York City. For further particulars 


ferred stock of Engineers Public Service address the undersigned. 
represents earnings before retirements and 
reserves equivalent to over $16.50 a share 
or requirements earned better than 2.3 


Building for the Future.—The management of the Associated 
System believes in the future of the industry in general and the 
times. Th Slee nine growth of the Associated System in particular. The electrical 

me. The met 6 tho eentiarien based output of the Associated System increased 22% over the cor- 
on property values is only 6.7 per cent 


. ; 1 : > 
atic wibiica tinted responding period a year ago, nearly twice as rapidly as that of 


The gross and net earnings are derived he: soteaiay an 2 wail 








from the following sources : Holders of the above securities will find an investment advan- 

tage in transferring the funds realized therefrom into Associated 

ie toeea ies, peer Gas & Electric Company Preferred Stock. An attractive ex- 

inital waceie naib 5 af , ” change offer has been prepared. With the growth of the Asso- 

aie nak Man 34 25 ciated System and the general tendency toward higher prices for 

ak oe ee 5 6 securities, the Preferred Stock on the present basis is a desirable 
; investment. 


There should be considerable improve- 
ment shown in the transportation end of 
the business due to favorable changes that 
have been made in bus regulation in the 
territory. It can be seen from the above 
record that this end of the business has 
not proven as profitable as others. 

It has been the policy of the operating 
Managers to make adequate appropriation 
for maintenance and depreciation. On 
February 28, 1926, combined reserves and ties in the acquired properties. On this Interesting and Profitable 
surplus were $18,427,798 or 80 per cent on basis the preferred stock appears to have ’ 

the annual gross earnings. attractive possibilities and at the same time _! have been a subscriber to Tue 

In consideration of the past records of is paying an attractive incoma to the FINANCIAL Worw for a year and - half, 
the controlled compamies and a confidence holder. An income return of 8 per cent is and, during that time, have found it both 
in the management which is based on many rather the exception at this time on a well interesting and profitable. 





For details write to 
Associated Gas and Electric Securities Co. 
Incorporated 


61 Broadway New York 























years of successful operating it is natural secured preferred stock and should be B. S. L. 
to expect that further improvements will given consideration in framing a program 
be shown in developing the full possibili- for the employment of surplus funds. “Tell your friends they need it.” 
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After dullness 
what? 


After dullness, the market in due time 
breaks out of its rut, for a decisive move. 
Will this move be up? or down? Every 
investor should send for, and see for him- 
self, our latest market forecast. Few extra 
copies reserved for distribution free. 
Simply address— 


American Securities Service 
887 Corn Ex. Bank Bldg., New York 
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Watch Your Ratings 



































are growing three times as 
fast.as those of any other large 
metropolis ... the rapid de- 
velopment of the area sur- 
rounding Chicago and served 
by this Company is largely 
responsible for the increased 
carnings of the Company and 
the attractiveness ofits issues. 


PuBLIc SERVICE 


COMPANY 
OF NORTHERN ILLINOIS 
General Offices : 


72 West Adams Street 
Chicago, Ill. 


Serving 6,000 square miles— 234 cities 
and towns—with Gas or Electricity 
a a ee TTT 
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A 2 for 1 Exchange 
-(Concluded from page 623) 














remains, and it is obvious that the plants 
cannot be operated at the same cost per 
untt when operations are running at but 
a fraction of capacity as they can be when 
approximating full capacity. 

As regards future buying, the course of 
a majority of the roads is probably reflected 
in a recent statement made by President 
Storey of Atchison. His road, he said, is 
not in the market for new locomotives this 
year because by lengthening out runs more 
miles per day per locomotive are obtained, 
and no new engines are at present needed. 

Faced by such an uncertain outlook for 
his company, the holder of Lima stock 
should look about for a situation which 
will put him on a more satisfactory basis 
as regards the future. Two shares of 
Lima have the same approximate market 
value as a single share of Chesapeake & 
Ohio. Although the yield on the latter 
issue is slightly less than that afforded by 
Lima, the difference is more than offset 
by the better prospect for the future which 
the rail holds. 

The year 1925, which was the poorest 
one experienced by Lima Locomotive since 
that company’s inception, proved to be the 
most profitable year in the history of 
Chesapeake & Ohio. Beginning with 1920, 
the road has shown a remarkable improve- 
ment in earnings, and for last year $21.32 
per share of common was returned. In 
each of the past seven years the company’s 
earnings have shown a substantial increase 
over the preceding year. Traffic for 1925 
was nearly double that of 1921, and in the 
same period operating ratio has been re- 
duced from 79.6 per cent to 72.2 per cent. 


In Coal Fields 

The company’s lines are located in the 
non-union low cost bituminous fields of the 
Pocahontas region, and the road _ profited 
materially from the anthracite strike last 
winter. Experience has shown that when 
once this Pocahontas coal has entered a 
new market it has largely held its new 
position, and consequently it is improb- 
able that traffic will materially decline be- 
cause of the settlement of the strike. Soft 
coal constitutes about 85 per cent of 
Chesapeake & Ohio’s total tonnage. Traffic 
thus far in 1926 is at a record rate. 

Although the recent Van Sweringen 
overture for consolidation of Chesapeake 
& Ohio in the Nickel Plate system did not 
culminate in success, it is entirely prob- 
able that another attempt along similar 
lines will be attempted. This situation 
lends an attractive speculative feature to 
the company’s stock. 

For the current year it is estimated that 
the road will show earnings of $18.60 per 
share of common, after adjustment for the 
conversion of the company’s issue of 30- 
year 5 per cent bonds of 1946 into stock. 

Dividends on the rail stock are being 
earned more than twice over, while in the 
case of Lima, that company’s deficit for 


last year was just about equal to the 
amount paid out in dividends resulting in 
a net loss of $8 per share. 


Effecting Savings 

The railroads are effecting important 
savings because of increased efficiency of 
equipment, while this factor is adversely 
affecting the business of the engine build- 
ers, placing one industry in a much 
strengthened position while at the same 
time rendering the outlook for the other 
industry very uncertain. 

The investor should take advantage of 
this change in conditions by placing him- 
self in a position to benefit in the rail- 
road’s upward trend, and exchange of two 
shares of Lima for one of the Chesa- 
peake & Ohio. 








A. B. C. of Bond Buying 
(Concluded from page 626) 














same road’s debenture 4s of 1942 are only 
a little-under 95, and its debenture 4s of 
1934 are close to 96. 

Yield to maturity is an important point 
to consider in conjunction with the other 
factors outlined above. However, since it 
is mainly important to select issues with 
the best chances of appreciation, the re- 
turn in the form of interest is not alone 
the controlling one. The bonds best suited 
for purchase under present conditions are 
primarily gilt-edge securities that now yield 
from 4.75 to 5.25 per cent. A number of 
these were recommended in the May 1 
issue. A higher return (especially on in- 
dustrial issues) should be taken as prima 
facie evidence of the existence of some 
speculative feature that may prevent the 
issue in question from participating in an 
advance based solely on a decline in the 
price of capital. Such issyes should be 
avoided unless on further examination it 
appears that the particular issue is really 
entitled to sell on a lower yield basis but 
has been overlooked in the market. There 
will be ample opportunity to take’ on the 
medium grade and speculative industrial 
issues at some later date in time to take 
advantage of the upward movement in 
that class that must await the cessation of 
the present commodity reaction. 

Marketability is another element that 
should not be overlooked. In buying for 
appreciation it is best to make sure that 
the bonds selected can be readily disposed 
of. Delay in selling when the issue has 
completed its advance may prevent get- 
ting in on some other attractive bond that 
has moved more slowly and is still on the 
upswing. 

In next week’s issue of THE FINANCIAL 
Wort a list of bonds will be given which 
meet the tests outlined in the foregoing. 
It is quite probable that within a year’s 
time substantial profits (say an average of 
10 points per bond) can be taken on a list 
of issues of such high grade that the 
average yield to maturity now is only 
around 5 per cent. This list will include 
10 high-grade bonds of unquestioned safety 
and 10 rail and public utility bonds that 
are selling on an attractive yield basis. 
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$40,000,000 
New England Telephone and Telegraph Company 


FIRST MORTGAGE 414% GOLD BONDS, SERIES B 


Dated May 1, 1926. Due May 1, 1961. 
NOT REDEEMABLE BEFORE 1958 


Interest payable May 1 and November 1 in New York City or in Boston 


Coupon Bonds in denominations of $1,000, $500 and $100, registerable as to principal. Registered 
Bonds in denominations of $1,000, $5,000 and $10,000. Coupon Bonds and registered 
Bonds, and the several denominations, interchangeable. 


Redeemable, at the option of the Company, in whole but not in part, upon 60 days’ notice, on May 1, 
1958, or on any interest date thereafter, at 100% and accrued interest. 


A legal investment, in the opinion of counsel, for Savings Banks in Massachusetts, Rhode Island, Maine, Vermont 
and Connecticut. 


THE FIRST NATIONAL BANK OF BOSTON, TRUSTEE 


Matt B. Jones, Esq., President of the Company, has summarized as follows his letter to us stating the 
particulars in regard to this issue: 


PROPERTY New England Telephone and Telegraph Company, with its subsidiary and connecting companies, provides 

telephone service throughout Maine, New Hampshire, Vermont, Massachusetts and Rhode Island and serves 
@ population estimated at 6,500,000. The book cost of the Company’s real estate, buildings and telephone plant, which cost 
is considerably less than their present value, was over $219,000,000 on March 31, 1926. Other assets amounted to over 
$21,000,000. After giving effect to this financing, total assets will be over $250,000,000, whereas the total funded debt, 
including this issue, will be only $86,820,000. 


SECURITY The First Mortgage covers as a first lien all the real estate and other property, other than securities, now 
owned or hereafter acquired by the Company in Maine, New Hampshire, Massachusetts and Rhode Island, sub- 
ject only to a mortgage of $820,000 on a specific parcel of real estate. 


PURPOSE’ The proceeds of the Series B Bonds, to the extent of about $27,000,000, will be used to repay advances obtained 
OF ISSUE from the American Telephone and Telegraph Company for the extension and improvement of the Company’s 

telephone system. The remainder of the proceeds will be used for the further extension and improvement 
of the Company’s telephone system, 

















EARNINGS 

Years Net Earnings 

Ended Gross Available Interest Net 

Dec. 31 Revenues for Interest Charges* Income 

. . ‘ a 

1921 $37,312,788 $6,998,844 $1,012,449 $5,986,395 
1922 42,320,747 8,152,617 1,959,449 6,193,168 
1923 45,027,835 5,841,497 2,647,294 3,194,203 
1924 48,418,279 7,240,676 3,508,373 3,732,303 
1925 55,064,421 8,677,208 4,755,988 3,921,220 


*Including interest on advances from the American Telephone and Telegraph Company. 


During this period of five years, net earnings available for interest have averaged over two and one-half times 
interest charges. The net earnings available for interest in 1925 were more than twice the annual interest requirements 
on the funded debt of the Company as it will be outstanding after the issue of these Bonds. 

Substantial increases in rate schedules throughout the Company’s territory became effective during the latter part 
of 1925 and have been clearly reflected in the Company’s earnings for the first quarter of 1926. Net earnings for the 
quarter amounted to $3,232,146, and were at the rate of more than three times the interest requirements on the Com- 
pany’s total funded debt, including the present issue of Bonds. 


EQUITY The Company has outstanding capital stock (including instalments) in the amount of $110,495,327, of which 
about 61% is owned by the American Telephone and Telegraph Company. Dividends on the stock as out- 


standing from time to time have been paid at the rate of not less than 6% per annum since 1898, The present divi- 
dend rate is 8% per annum, 


THE ABOVE BONDS ARE OFFERED FOR SUBSCRIPTION, SUBJECT TO ISSUE AS PLANNED AND 
TO APPROVAL OF LEGALITY BY COUNSEL, AT 94%% AND INTEREST 
TO YIELD OVER 480% TO MATURITY. 


~ 


Subscription books will be opened at the office of J. P. Morgan & Co., at 10 o’clock A. M., Thursday, May 13, 
and will be closed in their discretion. The right is reserved to reject any and all applications, and also, in any 
case, to award a smaller amount than applied for. The amounts due on allotments will be payable at the office of 
J. P. Morgan & Co., in New York funds to their order, and the date of payment (on or about May 26). will be 
stated in the notices of allotment. Temporary Bonds or Interim Receipts, exchangeable for definitive Bonds when re- 
ceived from the Company, will be delivered. 


J. P. MORGAN & CO. KUHN, LOEB & CO. 
KIDDER, PEABODY & CO. 
FIRST NATIONAL BANK THE NATIONAL CITY COMPANY, New York 
BANKERS TRUST COMPANY, New York GUARANTY COMPANY OF NEW YORK 
HARRIS, FORBES & CO. LEE, HIGGINSON & CO. 


Dated May 13, 1926. 


As subscriptions have been received for all of the above bonds, this advertisement appears only as a matter of record 
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Do You 
AskK This Question? 


It is only natural that people who buy 
First Mortgage Real Estate Bonds should 
raise the query, “What does the under- 
writing company know about real estate?’ 
The real estate activities of Fred’k 
Southack & Alwyn Ball, Jr., Inc., and 
predecessors date back to 1882. Their 
knowledge of real estate values is the 
result of long and wide experience. Many 
well known and successful office and mer- 
cantile buildings in Manhattan are under 
the management of the Company. 


These qualifications enable the Company 
to render investors the highest type of 
service. 


Our current offerings circular FW-107 


on request 


Fred@’k Southack & 
Alwyn Ball, Jr., Inc. 


11 Broadway, New York City 














OIL ROYALTIES 


For Investment or Speculation 


JAMES WOODROW 
Commercial National Bank Building 
INDEPENDENCE, KANSAS 
ROYALTIES—LEASES—APPRAISALS 




















rtgage Bonds 


"wes Ase 


)Z First Mortga 


"Baila rie ra 


The occasional purchase of even 
a $100 8% bond quickly builds a 
substantial income. Filer-Cleve- 
land First Mortgage Real Estate 
Bonds are safe for they are se- 
cured by income-paying, city busi- 
ness property, independently, au- 
thoritatively appraised at practi- 
cally 100% more than amount of 
the mortgage loan. There has 
never been a delay in payment of 
semi-annual interest or principal. 
They afford a larger income, with- 
out sacrificing safety. References: 
All Miami banks. Mail coupon or 
write for 24-page “8% and Safety” 
booklet, giving complete informa- 
tion. 


‘HE FILER-(LEVELAND(o 


Suite 1005, 139 N. E. First St., Miami, Florida 





Name 





Address 
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BY C.M.HARGER 
An Investor Speaks 


NE of the most pleasing of experi- 
O ences is that of receiving a first- 

hand human experience in investing 
such as comes from Silas W. Ferguson of 
Worcester, N. Y. He has had a rather 
discouraging record with some of his many 
investments and frankly tells just what 
has happened to those that gave him the 
most grief. He says: 

“One loan company to whom I made 
the check payable to the borrower forged 
the borrower’s name to the check, used 
the money and the last I knew had never 
turned a dollar over to the borrower and I 
do not think he ever has or will. In addi- 
tion to this they made out the abstract 
stating that my loan was the first and only 
claim against this farm. An investigation 
showed that there were three uncancelled 
mortgages ahead of mine. In this case I 
made collection against the banks that this 
check had passed through as they had been 
marking ‘all prior endorsements guaran- 
teed.’ 

“This same loan company made loans in 
three cases to prominent trust companies 
on which I was holding a first mortgage 
assuring them that my loan had been paid 
off. When they learned in after years that 
my loan had never been paid the borrower 
was obliged to pay both loans although he 
understood when second loan was made 
that my loan was paid off as the loan com- 
pany deducted the amount of my loan from 
the amount of the new loan and used 
money. 

“Another company collected partial pay- 
ment on a mortgage for three years and 
for two years on another and never sent 
me a dollar of these collections. 


“T could go on further with simular il- 
lustrations but they do not compare to the 
wrongs done by over valuation. I have 
already taken over personally over 3,000 
acres of land on which I paid the back 
taxes and foreclosures and am in many 
instances unable to rent it or sell it at any 
price, and some I am inclined to think not 
worth paying for foreclosure and back 
taxes although I was assured not’ long ago 
when I took the loan that the land was 
worth over four times the amount of my 
loan. 


“In the limited business I have done 
I have found at least a dozen loan com- 
panies that I regret ever investing a dol- 
lar with as their chief object seemed to 
be getting a large commission.” 


Should Be Supervised 


Mr. Ferguson is convinced that loan 
companies should be supervised by compe- 
tent federal or state authority to give to 


them a greater financial basis and restrain 
them from making loans that are not sound, 
That this opinion is held by many loan 
men as well as investors has been noted 
many times but states seem slow to act. 
It is of course by no means certain that 
all losses could thus be stopped. The banks 
presumably have the closest of supervision, 
yet from 1920 to 1925 in this country 338 
national banks and 2,148 state banks failed 
with great losses to depositors and stock- 
holders. The period through which the 
nation has passed in the post-war era has 
been the most serious in its history and 
the farm industry was struck hardest. The 
farmer not only lost in value of his land 
compared with the peak period but he 
lost in the value of his products and in his 
ability to meet his obligations. Loan com- 
panies were hard hit and those that did 
not sit on the lid and refuse to make loans 
beyond the old-time value had a severe 
trial, sending many of them to the wall 
and in the end causing losses to holders of 
mortgages. In instances, however, com- 
panies that operated in Iowa, for example, 
(where land was selling at $400 and up 
an acre) refused to loan more than $75 to 
$100 an acre. Land is now back to a low 
point but the loan is sound. If the com- 
pany was extra conservative it pulled 
through; if it went with the tide as did 
many bank and business houses it struck 
trouble. Rank rascality inside a business 
house cannot be prevented by any system 
of supervision, at least for a time. What 
supervision can do is to make the manage- 
ment more careful and restrain it from 
expansive practices. Even the federal land 
banks made bad loans and have much real 
estate on their hands, yet it has an un- 
limited power of supervision and inspection. 
No financial management is perfect and 
into every industry creeps the speculator ' 
and crook. But a vast number of the man- 
agers are sane and careful. While over 
2,400 banks failed, there were 26,000 that 
did not fail but carried on with complete 
solvency. While some mortgage companies 
failed the larger number managed their 
affairs safely. So the well placed farm 
mortgage is a premier security. 


The Foreclosed Loan 


The event of loss through inability to 
collect on a mortgage note with fore 
closure following results in taking the land. 
Sometimes this is a real loss; sometimes 
the element of time corrects it. Many for- 
tunes held by western men today were 
started by going to eastern investors aftef 
the debacle of the ’90’s and buying up titles 
to land which had been taken under fore- . 
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closure. This land later became valuable 
as agriculture came back and vast farms 
are being cultivated and are turning in for- 
tunes in wheat and corn today. The per- 
son who is compelled to take over a good 
farm is not likely to regret it. Mr. Fer- 
guson seems to have had his chief diffi- 
culty with the loan companies rather than 
with the holding of land, On the face of 
it there are in his experience instances 
where there was just one thing that should 
have been done—send some well-dressed 
managers to the penitentiary. He holds 
land, however, that brings him discourage- 
ment; maybe in the end it will prove 
yaluable, depending of course on its fer- 
tility. But a western banker told me that 
with all his knowledge of his own com- 
munity and all the care he could exercise, 
he held in his bank title to 23 farms that 
had come to him because the owners could 
not meet their obligations. He had every 
possible advantage, yet human _intelli- 
gence could not forsee what was to happen. 


Localities Are Hit 


Then there is a difference in localities, 
crop failure and character of the soil and 
farmers being a factor in their outcome. 
Another banker told me that in his county 
in Missouri you could drive all day and 
not find a farm for sale. “The farmers 
are prosperous and always have been. 
But,” he went on, “sixty miles away over 
in another county you will find half the 
farms for sale and the farmer having a 
hard time. My farmers are Germans; 
they know how to farm. The others spec- 
ulated but they did not. They have suc- 
ceeded and land is worth today anywhere 
in my county $150 to $200 an acre. How- 
ever, conditions are today generally in the 
farm country better than since 1921.” 


The Human Element 


It is not possible to make any financial 
system perfect. But it is possible to min- 
imize irregular proceedings such as have 
been seen in Mr. Ferguson’s experience. 
If states would take the same power over 
loan companies as over banks much of this 
could be eliminated. But in a period such 
as has just been known the human element 
enters and without foresight it is impos- 
sible to make every appraisement with ab- 
solute safety, unless setting a low limit 
not to be exceeded. Whether the state 
supervision could go so far as to do this 
is doubtful; that is a matter of judgment 
on the part of the appraiser and the issu- 
ing company. Certainly there have been 
plenty of men who have guessed wrong 
im every sort of business since 1920. Leg- 
islatures these days are slow to add new 
boards and commissions; they are inclined 
to combine boards and duties. The new 
idea of a supervision for loans would call 
for considerable machinery in inspectors 
and regulation. The demand for this must 
be strong to secure such action. Thus far 
there has been no organized demand but 
with the next winter’s legislatures it is 
Possible to get action. If one state would 
put into operation a system that would get 
Tesults it would have the flood of outside 
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money for its farm loans at low rates and 
would be followed by others. Congress is 
slow; it would take years to get action 
apparently unless strong men will take 
charge. Several prominent senators favor 
the idea. Possibly we shall see a real reg- 
ulatory system for the real estate security 
field soon. It is certainly a matter to ap- 
peal to both the investor and to the sound- 
ly managed loan company, for it would 
benefit both. 








Oil Stocks 
(Concluded from page 622) 




















ard of New Jersey will likely increase the 
dividend rate on its common stock before 
the close of the year, especially as surtaxes 
have been reduced. This company has paid 
the same cash dividends since 1911 and has 
reinvested hundreds of millions of surplus 
earnings which became quite productive 
in 1925, especially its large investment in 
Humble Oil. In 1926 its heavy investment 
in South America may develop into some- 
thing. Imports to this country of oil from 
South America have been showing large 
increases and amounted to more than 60,- 
000 barrels daily in March or double the 
February shipments. 

Texas Co. offers the best yield amongst 
the strong well entrenched companies and 
for those willing to assume a somewhat 
greater risk Marland and Pure Oil (which 
is paying extras) are probably most at- 
tractive among the so-called independents. 
A careful study of the accompanying table 
will indicate that oil stocks are fairly well 
adjusted to current earning power and that 
low yields generally obtain, With no clear- 
ly defined prospect of any substantial and 
sustained advance in crude and refined it 
is probable that oil stocks will move in- 
dividually rather than as a group in the 
readjustment market in which we now 
find ourselves. There appear to be much 
better bargains available on a much 
sounder basis in the rails where earnings 
can be studied from month to month under 
existing conditions. 
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Effects of Strike 


Moody’s Weekly Review of Financial 
Conditions in its current issue says in part: 

“Sentiment regarding the financial out- 
look has been dominated by the British 
strike news; but now that the strike has 
ended it does not seem in retrospect to 
have any very important consequences for 
American business. 

“Bank loans in New York and in the 
country as a whole have been expanding 
faster than deposits in spite of existing 
plethora of both money and capital. Analy- 
sis indicates that this expansion may be 
due to the decline in the profits of some 
industries, to a rather general extravagance, 
and to the still unpaid loans against the 
late real estate booms and other specula- 
tions. 








EVERY DOLLAR THAT HAS BECOME DUE ON 
FIRST MORTGAGE BUILDING BONDS SOLD 
BY US HAS BEEN PAID TO EVERY INVESTOR 
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FREE 
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SAFE 
INVESTMENT 


oe for this valuable book 
of rules—familiarize your 
self with its contents—let the 
experience of this national 
organization guide you in the 
selection of safe investments. 


Write for Booklet S-249 


AMERICAN BOND & 
MORTGAGE (Co. 


Established 1904 Incorporated 


AN OLD RESPONSIBLE HOUSE 
Capital & Surplus over $7,500,000 
345 Madison Avenue, New York 
127 North Dearborn Street, Chicago 


Cleveland, Detroit, Boston, Philadelphia 
and over thirty other cities 
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115 Broadway 60 State St. 
New York Boston 
DEPENDABILITY 


Farm Mortgages are free from the 
dangers of inflation, deflation, inventory 
losses and all other incidental factors 
of business readjustment. 


We specialize in 
| ee } 
Arkansas { MORTGAGES Oklahoma 


and are Loan Correspondents for a 
number of Life Insurance Companies in 
these States, who give preference to 
our offerings. 


The upward trend of land values is 
significant in adding additional strength 
to farm mortgages, 


Our offerings will meet your every 
requirement. From $300.00 upward. 


Write for particulars, 


The John A. Guthrie Mortgage Co. 


Mortgage Bankers 
FORT SMITH, ARK. 























Over the Counter Market 


Edited by William J. Healy 
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S little as were the effects on the 
A counter securities with the declara- 

tion of the general strike in Eng- 
land, a stimulating effect at its calling off 
was not to be expected and that is exactly 
what happened. The market continued in 
a listless fashion with quiet and narrow 
transactions and with nothing upon which 
to fix a definite trend. The announcement 
made last week of the formation of a cen- 
tral bureau for furnishing quotations on 
unlisted securities was given denial. How- 
ever, the move is a constructive one for 
consideration as its benefits would react 
favorably to both dealers and investors. 
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BANK & TRUST CO. SUGAR 

PUBLIC UTILITY TOBACCO 

BAKING CO. INDUSTRIAL 
STOCKS 


Stene,Presser &Doty 


INVESTMENT SECURITIES 
52 William St., N. Y. Hanover 7728 




















Continental Gas & Elec. Corp. 
Securities 
Howe, Snow & Bertels 


(Incorporated) 


120 Broadway New York City 
Telephone Rector 3563 




















Safe securities of Electric Lignt and 
Power, Gas and Transportation Com- 
panies yielding 7% and more ~ 

Write for list. 


UTILITY 
SECURITIES 
COMPANY 


72 W. Adams St., CHICAGO 
Mitwaukee St.Louis Louisville Indianapolis 
CEG 











PUBLIC UTILITY STOCKS 
General Gas & Electric Ctfs. 
Metropolitan Edison $6 Pfd. 
Utilities Pr. & Lt. Pfd. 
Southeastern Pr. & Lt. V. T. C. 
Ohio Public Service 7% Pfd. 


PYNCHON & CO. 


Members New York Stock Exchange 


111 Broadway New York 


CHICAGO MILWAUKEE 
LONDON LIVERPOOL 


ST. LOUIS 
Mark C. Steinberg & Co. 


Members New York Stock Exchange 
Members Chicago Stock Exchange 
Members St. Louis Stock Exchange 


300 N. Broadway St. Louis, Mo. 
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Inquiry for power and light shares con- 
tinued to center upon the good-yielding 
senior securities. In view of the contrac- 
tion of yield in many of the high-grade 
investment bonds there is a considerably 
large amount of switching from those is- 
sues to utility preferred shares. This was 
indicated by the lifting of bids for many 
of the prominent issues. 


Tampa Electric new stock representing 
the split up shares sold up to a new high 
record price of around 66. News that the 
Canada Northern Power Corporation had 
made an agreement to take over the com- 
mon stock of the Northern Ontario Light 
& Power Company had little effect on the 
latter stock. 


In the junior group the largest gainer 
was Columbus Electric and Power, which 
sold as high as 255, compared with 215 
last week. The stock later reacted from 
this top price. Favorable reports continue 
to be issued from company headquarters. 


Improved agricultural and business con- 
ditions in the north central states during 
the last years are reflected in the annual 
report of Northern States Power Company 
for the twelve months ended December 31, 
1925. Gross earnings for the period 
showed an increase of 9.89 per cent as 
compared with the previous year, while 
net earnings increased 14.26 per cent. 


The large increase in net earnings as 
compared with the increase in gross earn- 
ings is attributed by President John J. 
O’Brien to greater operating efficiency and 


economies. The ratio of operating ex- 
penses to gross revenue continues to de- 
crease, he points out, being 51.09 per cent 
for 1925, as compared with 52.96 per cent 
in 1924 and 56.78 per cent in 1923. These 
figures are exclusive of the Ottumwa Rail- 
way & Light Company situation, which 
was sold as of May 31, 1925. Approxi- 
mately 88.1 per cent of the gross earnings 
and 94.3 of the net earnings were derived 
from the sale of electricity. 


The regular dividends of 7 per cent on 
the preferred stock and 8 per cent on the 
common stock was issued for the conver- 
sion of a like amount of 6% per cent con- 
vertible gold notes, due 1933, increasing 
the outstanding common stock to $14,678,- 
900, on which the company earned $10.20 
a share. 


Louisville Gas and Electric Company in 
the year ended December 31, 1925, showed 
gross earnings of $7,903,898, compared with 
$7,258,637 in 1924. Surplus after taxes, 
charges and preferred dividends, but be- 
fore depreciation, was $1,766,920, against 
$1,254,292 in the previous year. 

The board of directors of the Utility 
Shares Corporation declared a_ second 
quarterly dividend of 30c. per share on 
participating preferred stock payable June 


1, 1926, to stockholders of record may 14, 
1926. 


The long awaited report of American 
States Securities made its appearance and 
had a stimulating effect on the stocks. This 
situation is covered elsewhere in this issue. 


Insurance shares were generally higher 
as a result of continued demand for the 
Hartford group. 


A sharp advance in the bid of Tray- 
elers Insurance was an outstanding feature, 
the stock moving up to around 1075, Other 
issues soon fell in line and scored ad- 
vances ranging from one and two to more 
than 10 points for the more active issues, 
Home Insurance and Merchants & Ship- 
pers .were prominent. 

The 1925 increase in business of life in- 
surance and casualty companies doing bus- 
iness in the New York district was double 
the increase registered in 1924, according 
to figures covering forty-one life com- 
panies, nineteen assessment life and casu- 
alty companies. : 


Total insurance in force, including group 
insurance, in the New York district, in 
1925, reached the staggering figure of $58- 
893,578,204. This, compared with $51, 
622,445,809 in 1924. The 
$7,271,132,395. 


Dividends to policy holders paid in 1925 
amounted to $329,266,058, a slight decrease 
from the 1924 figure of $330,211,069. 


Bankers Trust led the advance in the 
institutional shares, followed by smaller 
gains in Guaranty Trust, Chase National 
and other leaders. Mechanics Bank of 
Brooklyn, on confirmation of plans where- 
by it will absorb the First National Bank 
of Jamaica, which has deposits of approxi- 
mately $9,000,000, held steady. Reports 
that the institution was about to. absorb 
two other banks were denied, however. 


The industrial group was marked by de- 
clines in a few stocks, but with a general 
steadiness that was amplified by quietness. 


A 25-point downturn in Singer Manu- 
facturing shares as an aftermath of re 
ports that business in the first quarter 
would not show up so well as a year ago 
was the feature, with the stock holding 
around 300. Bucyrus and Southern Bak- 
ing, National Casket and Aluminum Com- 
pany of America receded. Rolls Royce 
preferred was one of the most active is- 
sues, but orders were quite evenly matched. 

National Fuel Gas, Woodward Iron, 
Aeolian Company preferred, Superheater, 
Aluminum Company, Atlas Portland Ce 
ment, Gamewell and International Silver 
were slightly higher. 

Securities on the curb made an effort t0 
reach higher prices on the favorable strike 
news, but it was short lived. 

Shares of companies operating in the 
British Empire, which were sold on the 
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increase was 





































strike news, recovered sharply with 

vd in British-American Tobacco, Anglo- DIVIDENDS y DIVIDENDS 

American Oil and Imperial Oil of Canada. Tennessee Copper & Chemical Corporation 
Trading was not especially active, how- es * sent 
ever, and after the advances were accom- Pa iB ered tt oe aneileds tae ede aae 
plished all three issues were neglected. declared a quarterly dividend of twenty-five 
Vacuum Oil, which does a large export ESSENTIAL SERVICE pene gpl ype ap ‘i gro thonng he of 
business, was also stronger. "tl oer ik Wt ctlan 08 eaciaage om dite’ 34, 1998 


The books will not close. 


Glen Alden Coal moved up on light deal- Lg 


ings after an early reaction, despite the 























fact that directors took no action on the Af i9 Seasee WESTINGHOUSE 
much expected dividend and deferred ac- eT adie wee — =. 
: ; j i i New York, May 4, 1926. 
5 tion a the Pl meeting in eo ee “MIDDLE “WEST For the purposes Be Pb Annual Meeting 
months ago e€ company pal . a UTILI COMPANY of Stockholders, to be held on June 9, 1926, 
. . I [IES the stock transfer books will be closed on May 
share semi-annually on the stock. Lehigh 17, 1926, at three o'clock P. M., and reopened 
r 4 5 ve, on June 10, 1926, at ten o’clock, A. M. 
Coal certificates were firm also. Notice of Dividend JAMES C. BENNETT, Secretary. 
; The movements of the Standard Oils on Prior Lien Stock 
were mixed, some fractionally higher, and 
: others lower. The difficulties of the Stand- The Board of Directors of Broeok.tyrn Enison ComMPANY 
A ard Oil of Indiana with the State of Mis- — gy Bangs Com- tne. 
4 
: ‘ : : pany have declared a quar- Brooklyn, N.Y 
souri had no appreciable effect on this tay dividend of Tuo Del- POR cs a 
5 issue, lars ($2.00) upon each share ; ‘ 
eC In sympathy with the action of motor of the outstanding Prior Lien Acca Ba tae, celaeah a eracien 
, stocks on the big board, Ford Motors of capital stock, payable June questesly cividand of $200.0 shuws-on 


i ien the capital stock of the Company out- 
15, 1926, to all Prior Li standing payable June Ist, 1926 to 
stockholders of record at 3 P M on 


Canada dropped off sharply. stockholders of record on the 


Industrial Rayon sold off slightly and a company’s books at the close May 14th, 1926 
small loss was sustained in American of business at 5:00 o’clock Checks for the above dividend will be 
is Rayon P. M., June 1, 1926. mailed. 


E.A BAILY. 7: 
e Profit taking in Freshman Radio brought EUSTACE J. KNIGHT, are tl 


about a slight reaction after early strength. Spantary. 

- Union Pacific— 

Rating “A” 

Union Pacific is carrying 10 per cent 
more freight than a year ago and recent 
that of a year ago. If the Northwestern rains have greatly improved crop traffic 
R w= roads should receive an advance in their prospects. Maintenance is well ahead of 
. ern territory is good and net operating in- freight rates it would be quite beneficial the usual time and net earnings in the fall 


















































Bulls and Bears 
D (Concluded from page 639) 























HE Canadian Pacific 
Railway, through its Bu- 
reau of Canadian In- 


+ come of road will show good increase over to this carrier. months promise to be excellent. 

| , RoR ‘Bureau of 

“| DO YOU WANT INCOME fa a 

“ Information 
if} | FROM A NEW SOURCE? 7 A Vg 





: formation, will furnish you with the latest reliable 
ie How would you like to add $5.00, $10.00 information on every phase of industrial and 
rb or even $25.00 to your present weekly in- agricultural development in Canada. In our 

) Reference Library maintained at Montreal, are 
come: complete data on natural resources, climate, labor, 
: transportation, business openings, etc. Addi- 
This is not difficult if you use some of icninnenilernmatmeen 
; , : on . DEVELOPMENT BRANCH—If you are inter- 
your spare hours in convincing your friends ested in the mining wealth and industry of Can- 
e that The Financial World is indispensable to ada or in the development or supply of industrial 
- . : raw materials available from resources along the 
even the smallest investors. Canadian Pacific Railway, you are ‘invited to 
gO ; consult this Branch. An expert staff is maintained 
ng N , , : to investigate information relative to these re- 
k. O previous selling experience needed. If sources and examine deposits in the field Prac- 
: ‘ : tical information is available as to special oppor- 
. you can sincerely tell people that. The Fin- tunities for development, use of by-products and 
ancial World has been valuable to you, you markets, industrial crops, prospecting and mining. 
d. can earn money as our local representative “Ask the Canadian Pacific about Canada” is not o 
ri allie “her gye Heong oa Parry og WB 
yn, Write for terms today. ie is pres Sv ae will - promptly forthcaming 
er, to those who desire it. 


THE FINANCIAL WORLD Canadian Pacific Railway Company 








53 Park Place New York City Department Colonization and Development 

J. S. Dennis Windsor Station 
he Chief Commissioner Montreal, Can. 
the 
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Weekly Business and Financial Summary 
(Principal features of this page elaborated and interpreted in the “Trend of Things.”) 
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Week’s Sales Average Stock Prices 
Sales of stocks listed on New York Stock Exchange (in : 1926 1925. 


number of shares), May 13, 1926: Week's Sales—Thursday, 28 

601,098 shares; Friday, 796,410; Saturday, 354,130 shares: pisiahetieeanin poe Fong Len yy 1 a 
Monday, 1,181,068 shares; Tuesday, 756,376 shares; Wednes- 18 Industrials Wisin : 121.53 122.35 117.92 
ides angst Shere. ‘Tienes 41 Combined 102.03 112.33 113.58 103.98 
High Low day day 8 Coppers asa ae 28.31 28.08 24.69 


-—1925——. NAME of STOCK — Red Bond Dealings, Jan. 1 2 Date wi 
ee ° 
297% 158% Amer. Can 45 43% U. S. Gov. bds.. sus. seas 550 mF +l 510 $374,365,065 
87 =Am. For. Pr. 7% pf.. 90% 90 Other dom. bds. 862,307,050  1,022,696,750 739,245,450 


104% Amer. Locomotive .. 96 94 i bd .. 239,299,350 254,207,400 172,000,700 
Amer, Tel. & Teleg.. 146 144 eos —— 


y qoenedld gaeauan 113% Total all bds..$1,217,665,950 $1,426,008,660 $1,285,611,215 
Anaconda 45% . a. 

Armour A Public Utility Stocks 

Atch. Top. & San Fe. 130% Bid Asked Bid Asked 
Baldwin Loco. 100% Adiron. P. & L. Geor. Ry. & Pr. ..120 
Baltimore & Ohio .. 86% TM, cccassscescdOhte 206 11. P. & LL. pt...’ 37 

Cerro de Pasco .... 62% 107 Int. Pr. 7% pf.. 938 
Chesapeake & Ohio.. Amer. Pub. Util.. 70 80 Louisv. G. & E. A 24 

Chic. & N. W. Amer. St. Sec. 4 Miss. R. Pr. .... 69 








Ariz. Pr. 29 30 Miss. P. & L. pf..101 
Rock Isl. 6% ° eae Ark. L. & P. pf. 99 No. St. P. (Del.).100% 
Consolidated Gas .. Broad R. P. pf. .. 98 No. Car. Pub. Ser. 
Corn Products Cen. Ariz. L. & P. pf. 90 
Crucible Steel pf. Ne 


El. Pr. & Lt. 7% ; Cent. Ill. Pub. Ser. pf. 

Famous Players ee aa No. . 
General Electric ... Cent. P. & L. pf. Okla. G. “& El. pf. 
General Motors Cent. St. El. pf.. 92 Ohio Pub. Ser. pf. 
Gen. Outdoor A ... Cities Serv. ..... 41 Pac. G. & El. pf. 
Great Northern . Comonw. Edison 1139 Penn-Ohio Sec. .. 
Hartman Corp. . Cons. Trac. 27 Porti. Bil. Pr. ..- 
Household Products. Cons. Gs. N. Y. pf. 57% Pub. Ser. Col. pf. 
Hudson & Man. .... Cont, G. & El. ..100 Pug. Sd. P. & L 
Kennecott Copper Cons. P. 6% pf. 97 Rep. Ry. & Lt. .. 
Magma Copper East. St. P. Cp... 14 Sierra Pac. El. .. 
N. Y. Central East. Tex. El. pf.103 Stand. G & EI. 
Norfolk & Western Emp. G. & Fl. pf. 97 7% pf. 
Northern Pacific Essex & Hud. Gs.131 Stand. P. & L. .. 16% 19% 


Pan-Amer. Petrol.... Galv.-Hous. El. .. 12 Tenn. El. P. 7%. 99% 100% 
Pathe Ex. A. . 


Pennsylvania R. R.. Standard Oil Stocks 


ss [3 eee Bid Asked Bid Asked 
Rep. Iron & Steel. . Anglo-Am. ...... 17% 17% Solar Rfg. ..,...197 200 
St. L. & Frisco Atlan. Rfg. ....115% 116% So. Penn Oil ....152 155 
Sears Roebuck Borne-Scrymser .230 245 Stand. . of Cal. 53% 53% 
Southern Pacific : Chesebrough .... 66 67 Stand. O. of Ind. 64% 64% 
Southern R’way .... Continental Oil .. 21 21% Stand. O. of Kan. 26% 27 
Stand. Gas 8% pf. .. Galena Sig. Oil .. 19% 20% Stand. O. of Ken.116 118 
Texas Company ... Humb. O. & Rfg. 635% 64 Stand. O. of Neb.272 275 
Tobacco Products ... Imp. Oil, Ltd. .. 35 35% Stand. O. of N. J. 44% 44% 
Union Pacific Int. Petrol. 31% 32 Stand. O 
Ohio Oil .. 59 60 Stand. O 


. of N. Y. 31% 31% 
. of Ohio.308 310 
pt. Penn.-Mex. Fl. .. 17 18% Vacuum Oil .... 98 99 
Westinghouse Mfg. . Prairie Oil & Gas 54% 64% 























: ; Ratio of Reserves 
Foreign Exchange Car Loadings With all percentages computed on 


1028 Loading of revenue freight for the | | {he Basle introduced by, the Reser 
May12 Year Ago week ended on May 1, according to and lowest reserve percentages | the 
Sterling . $4.8548 $4.85% reports filed today by the carriers Federal Reserve in oaanen as 
F. Franc 4.14% 5.20% with the Car Service Division, totaled follews: High ow 
Lira 3.98% 4.09% 995,641 cars, an increase of 11, 568 J 76.0 Apr. 21 70.2 Jan. 6 
Belgian Fr. .... 3.16% 5.05% cars over the same week last year "78.8 Jan. 21 66.1 Dec. 23 
Holland e 40.19 and 82,091 cars above the same week 70.5 Dec. 24 
Amitai 14.125 two years ago. The total for the week 78. 2 July 25 71.3 Jan. 6 
‘ ‘ of May 1 also was an increase of .36.1 Aug. 9 71.1 Jan. 3 
Denmark ...... 26. 18.80 22,337 cars above the preceding week Se : 


76.1 Dec. 17 46.4 Jan. 7 
Germany ....... 23.81 23.81 this year. The reserve percentages of the New 


NOPWRY sesoccss BEB 16.81 1926. 1925. 1924. — Reserve Bank compare as fol- 
RI vex vececss ONT 14.44 May 1......995,641 981,711 913,556 _— High _— 

Sweden . 26.74 Apr. 24......973,304 961,186 878,387 1926 ......88.3 Apr. 21 175.1 Feb. 24 

Switzerland .... 19.50 10.01 Apr. 964,935 923,844 876,916 1925 .-..-85.5 July 29 69.6 Feb. 25 

1924 : 70.8 Oct. 10 

11.59 Apr. 10......929,506 918,400 881,290 1923 x ‘ 75.0 Jan. 3 

Canadian Dollar.100.06 100.00 Apr. 3......928,092 923,400 862,096 1922 89.6 Jan. 25 79.3 Jan. 4 

1921 ......84.1 Sep. 21 85.6 Feb. 4 








Crude Oil Production Commodity 1 Prices 


May12 May 13 
Daily Average Money Rates 1926 1925 


(Figures in barrels) Call Loans .... A Fi ob Wheat, No. 2 red ..$1.91 $2.01 
1926 1925 Time Loans - % Corn (new), No. 2 yel. .86% 1.34% 
May 8 May 9 Commercial Paper .......-. : Rye, No. 2 white .. .94% 1.28% 
Oklahoma 465,400 445,050 Rediscount Rate ..........4. Oats, No. 2 white .. .52 -55 
Kansas .... oo. $06;260 95,650 Bankers Acceptances ...... Fl. std. Sp. pt.8.25@8.75 9.25 
Ss ae 97,850 89,850 Bar Silver, London .. Coffee, No. 7 Rio .. .19% -16% 
E. Cent. Tex. ... 56,300 130,250 Bar Silver, New York ..... Sugar, granulated .... .0560 
W. Cent. Tex. ... 82,400 83,350 Iron, 2X Phila .....23.50 
Southw. Tex. ns 38,750 48,850 Steel billets, Pitts. ..35.00 
No. Louisiana ... 55,050 52,350 London Market ae Sew are mea 7.7 
Ca... ae |e Money in London unchanged, at 4% Zine, B. St. L. del. 
Wyoming ........ 74,050 78,450 per cent; short bills unchanged in in ar et cae 
meen oe 27.900 9,450 bid, 44% per cent; three months’ bills Cotton, mid. upland.. 19. 00 
Colorado ......... 7,000 2,300 we lower, at 4% per cent. Printcloths ......... .05 
New Mexico .... 3,650 500 Gold bullion unchanged at 84s _ Silk, best No. 1 to ext. 5.75 
California .. 604,000 598.000 11%d. Bank of England sold bars Rubber, spot ........ .49 
ne te ae aid / d valued at £30,000 destination not re- Penna oe ce 
ported. Crude oil, Mid-Con., 33 
re Sener to 82.9 grav. ...cco £89 
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Company Rate 


Am. Power & Lt... 25¢ 
Do (share in com- 


mon stock) ... 1-50 
Am, Rayon .....-. 60c 
Am, Sugar Ref....$1.25 

Do Pl. «eeeseeces $1. 75 
Am. Tel. & Cable. nies 
Atlas Powder Co. $1 
Bucyrus Co. ....... 1% 

Tp Of. sscsescens. © 
Burns Bros. pf..... $1.75 
Can. Pacific Ry. . 2% 
Casein CO. .....06- 1% 

Do pf. wccccevecee 2 

Do pf. .. 1 
Cent. Ind. Pr. "pf.. 1% 
c., & N. West Ry. 2s 

Do pf. 3448........ 
Consolidated Gas & 

Bl. (Balt.) ..... 62%ec 

Do 8% pf. A....$2.00 

Do 7% pf. B....- 1.76 

Do 6%% pf. C.$1.62% 

Do 6% pf. D....$1.50 
Continental can pf.$1.75 
Converse Rubber 

Shoe pf. .... - $3.50 
Duquesne L. 1 "pf. “A 1% 
Eastman Kodak ...$1.25 

BBR cine rani eraud ieee 75c 

a: (6. ssacn8 snes $1.50 
Eltingon Schild ...62%c 


Empire G. & F. pf.66%c 


— Play-Lasky 
CORR, ssacen sane $2 
mendations GO. 06 $2 
Glidden ©Co0.. .<a.-.« Bee 
A Ere: 1.75 
Hackensack Water. 7T5c 
Do 7% pf. 


Hood Rub. Co. .. 
Hood R. Prd. Co. pf. $1. 5 
Illinois Cent. I. I. $2 
India Tire & Rubber 


new (In.) ......<68%0 

a ser 1%% 
Indiana Floor Co..37%c 
Imperial Oil, Can... 25c 
ppnennes (B) & 

Ce. .acscemmne eee? cae 

Oe M: Accewnenw es 1% 


—- G. & E. -” 


Ad Gas Light.. 2% 

Da pf. ss4 -2% % 
Lanston Monotype.. 1% 
Behn & FIR .n00ss 75c 
Manhat’n Shirt Co.37%c 


May Dept. Stores..$1.25 
8 shea - $1.25 
UOMO. 6 «Sale ein: eek 1% 
re: OES |S cawencea ae 1% 

Mengel Co. pf. .... 1% 


Mid. West U. pr. In. $2 


Nebraska Pr. pf....$1.75 
North Am. Utility 
Bec. 166 Bh. xxc sas $1.50 
Do ist pf. ctfs.....$1.50 
North Penn R. R. 2 
Northern Pipe L. $8. 00 
WO. scwcewea ane 1.00 
Oil Well Supply. ° "ee 


Okla. Gas & E. pt. - $1.75 
Onyx Lay g 4 Pees 1% 
=. Gas & E 
pte acaierasdaibt ose *37l4ec 

e z. & A. RR. pf.. 1% 
Philadelphia Elec... 2 
Phoenix Hos. Ist pf. 1% 

De GO pe. accsces TE 
Pitts. Term. Coal pf. 1% 
Portland El. P. 2d 

ie .-$1.50 
Reid Ice Cream, pt. $1.75 
Royal Dutch Co....13% 
Shell Transport & 

APOGIBO S55 s'ca.d 12%% 


South Colo. Pw. pf. 1% 
Southwn. P.&L. pf.$1.75 
8. ©. of Cal. n..... S80 
mm: OOF Te We cs 35¢ 
Spicer Mfg. pf..... $2 
Stand. G. & Ek pf. $1 
Tenn. Cop, & Chem. 25c 
Timken-D. Axle pf. 1% 
Tuckett Tob., Ltd.. 1 

eae 
U. S. wneenen ac ae ee 

Do “ eae heck $1 
_Do pf. pre 
U. 8. Realty ..a.s. 2 


Uni. F. Co. n (In). $1 
Util. Shs. Cp. 1st pf. 80c 
Ward Bay Corp. 


"SD canes $2 
Welch Grape Ju. Co. 25c 
RE Gecgcasxae ae 





DIVIDENDS DECLARED 
Pe- 


Pay- 


riod able 
Q June 1 


s 


efoonLLLo©©ooOpne 


Nr. 
HnOQOO OOLHOOLOLOOOSOO Ou OOOO Probe: ooo Roolooun ©2200 


©0 LOOHOOLH OOO 


L00O FOOL LL OOLOLO 


Q 
Q 


June 1 
May 29 
July 2 
July 2 
June 29 

June 10 

June 1 

June 1 
July 1 

June 30 
May 15 
May 12 
May 12 

June 1 
June 30 

June 30. 


July 1 
July 1 
July 1 
July 1 
July 1 
July 1 


June 1 
June 15 
July 1 
July 1 
July 1 
May 31 
June 1 


July 1 
June 15 
July 1 
July 1 
June 1 
June 1 
June 30 
June 1 
July 1 


July 1 
July 1 
May 20 
June 1 


July 1 
June 1 


June 1 
June 15 
June 15 
May 31 
June 

June 1 
June 1 
Sep. 1 
July 1 
Opt... 
June 

June 15 
June 1 


June 15 
June 15 
May 25 
July 1 
July 1 
July 1 
June 15 
June 1 


June 1 
June 1 
June 15 
June 
June 1 
June 1 
1 
1 


June 
June 


eeeeee 


June 15 
June 1 
June 15 
June 15 
July 1 
June 15 
June 15 
June 1 
July 15 
July 15 
June 30 
May 31 
June 30 
June 15 
July 1 
June 1 


July 1 
May 31 
May 31 


Hars. of 
Record 


May 15 


May 15 
May 20 
June 1 
June 1 
June 1 
May 28 
June 19 
June 19 
June 15 
June 1 
May 7 
May 7 
May 7 
May 20 
June 1 
June 1 


June 15 
June 15 
June 15 
June 15 
June 15 
June 20 


May 15 
May 15 
May 29 
May 29 
May 29 
May 15 
May 15 


June 15 
June 1 
June 16 
June 16 
May 22 
May 22 
June 19 
May 20 
June 11 


June 22 
June 22 
May 10 
May 15 


June 24 
May 24 


May 15 
June 1 
June 1 
May 21 
May 17 
May 17 
May 15 
Aug. 16 
June 15 
Sep. 15 
May 15 
June 1 
May 15 


June 1 
June 1 
May 17 
June i1 
June 11 
June 15 
May 29 
May 21 


May 20 
May 20 
May 18 
May 17 
May 17 
May 21 


May 15 
May 20 


May 29 
May 15 
May 22 
May 15 
June 21 
May 29 
May 29 
May 20 
June 30 
June 30 
June 15 
May 22 
June 15 
May 28 
June 5 
May 14 


June 15 
May 20 
May 20 


*Optional 1-40 of a share of Class A stock. 





Appreciates Good Advice 


Your advice to me has been very valu- 
able in the past, and I assure you I appre- 


ciate it very much. 


B. 


= t. 


“Tell your friends they need it.” 








To Keep You Informed 


VERY week we list in this column instructive booklets, circulars, 
K periodicals and special letters pertaining to investment and other 

timely subjects which we believe are of interest and benefit to our 
subscribers. 


Upon request and without obligation, any of these listed below will 
be sent free, direct from the houses by whom issued. 


Kindly send request to CURRENT LITERATURE DEPARTMENT, 


THE FINANCIAL Wor~p, 53 Park Place, New York, N. Y. 


Concentrated Real Estate Activity—A firm having forty-four years’ 
experience in real estate activities in New York, has prepared a 
series of booklets on First Mortgage Real Estate bonds which lay 
special stress as to their appeal to investors for stability of yield 
and investment. 

Tri-Weekly Stock Letter—This letter, which is issued by a well-known 
New York Stock Exchange house, contains short, concise opinions 
of possible future movements in active listed stocks. 

“Investing at Various Stages of Life’—This is the title of a leaflet 
which emphasizes the factors which should determine the selection 
of investments at each stage of life. 

“Power and Light”—This is the title of a booklet recently published by 
one of the oldest investment firms in the United States. It covers 
a number of points on public utility financing and describes some 
of the larger companies in this country. 

“The D. & E. Review”—A pamphlet published monthly in the interest 
of the investor, giving a crisp resume of factors pertaining to the 
security market together with specific recommendations on stocks 
and bonds. 

Accumulation vs. Investment—Accumulating wealth has become in- 
creasingly easy while investing wealth has become increasingly 
difficult. A revised edition of the booklet “Answers to Questions 
About an Investment Trust” containing new material of interest 
to investors has been prepared and will be mailed upon request. 

What Bonds Should You Buy?—One of New York’s largest trust com- 
panies has recently issued an Investment Memorandum, outlining 
a plan which will enable them intelligently to suggest from hun- 
dreds of investments those bonds offering distinct advantages to 
you. 

Stocks and Business—The monthly letter issued by a well-known Stock 
Exchange house gives a terse summary of conditions affecting se- 
curity prices. 

Established Investment from Every Angle—An analysis of an estab- 
lished public utility property has been prepared by one of the old- 
est banking houses which shows earnings and dividend records for 
over forty years, as well as pertinent facts and reasons for being a 
premier investment. 

“Ten-Minute Attention’—A New York Stock Exchange firm issues a 
weekly which contains a condensed, but inclusive, summary of 
important events of the week effecting the financial and commer- 
cial world. Busy people will appreciate this efficient way of 
keeping posted with expenditure of very little valuable time. 

Monthly Investment Quotation Sheet—A listing of New York bank and 
trust companies, industrial, public utility, sugar and tobacco com- 
panies’ stock quotations showing dividend rate, bid and asked 
prices, compiled by a well-known firm of brokers. 

Record of Investments—A folder (pocket size edition) which enables 
you to record separately each of your security holdings, date of 
purchase, maturities of bonds and notes, shares of stock, cash 
invested in each security and other data, such as you wish to refer 
to frequently, may be had upon request. 

“Shares in America”—A booklet of 20 pages well written and explain- 
ing in a understandable manner the method of obtaining a wide 
diversity of investment holdings in 24 standard dividend-paying 
railroads, pubic utilities, industrials and standard oil stocks. 

What Every Security Holder Should Have—A New York Stock Ex- 
change house has issued a “Customer’s Securities Record Book” 
which is well worth sending for. 























What Form of Investm 


~~ than anything else, 

proper investment can 
speed one’s arrival at unques- 
tioned financial success. You 
know, if you have ever given 
the matter thought, that money, 
properly used, doubles and trebles 
with almost amazing speed. You 
know also that, regardless of a 
man’s earning power his financial 
position is determined primarily 
by the results he can get from 
his money. 


“What form of investment is 
best?” may not seem extraordi- 
narily interesting, until it is real- 
ized that with proper and con- 
servative methods of investment 
money can double itself in 
only 36 months. You can do 
this, if you know how to select 
stocks, purchase them when 
prices are low, liquidate near the 
tops of the periodic bull markets 
and repurchase when price levels 
have again fallen. 


The reasons very few people are 
able to do this successfully are: 
first, because investment is a 
business in itself, and requires a 
greater amount of time than most 
men can give it; second, because 
of the psychology which upsets 
the most careful of judgments as 
soon as one’s own interests are 
deeply involved. 


These two considerations, plus 
the fact that the statistical and 


A FEW CLIENTS 


es Industrial 


Armour & Co. 

Childs Co. 

Detroit Edison Co. 
Fairbanks-Morse Co. 
General Motors Corp. 


——— 


other data necessary to forming 
a proper judgment are seldom 
available to individual investors, 
keep down to a very low rate 


the income most people get from; 


their investments. 


These are the reasons for the ex- 
istence of an economic forecasting 
organization. If soundly conceived 
and honestly and capably con- 
ducted, it can unquestionably 
render a definite and valuable 
service to anyone with“money 
for investment. 


The Brookmire 
Record 7 


Independént audits have disclosed 


‘ ufficiently accurate to 
enable clients Fe secure 26% on 


leges and. ‘universities aise 

Brookmire Services for écor omic 
instruction; banks and investment 
bankers subscribe; natiorial and 


international. industria 
its conclusions_sourd. 


rms find 


It is important to understand the 
scope and field of usefulness of 
this Servicé, what itvoffers and 


AIC SSERVICE ING” 


5 0.8. th: “Av »N Y ig 
7 2m venue ew Yor 


is Best 


equally important what it does 
not pretend to give. 


A Personal, 
Interested Service 


The Brookmire record extends 
over 21 years 


It is concerned with both stocks 
and bonds,’ It includes personal 
consultation privileges. It is dis- 
tributed,in bulletin form: weekly, 
fortnightly, monthly. It is not 
a “get rich quick” scheme; does 
not interest gamblers; is not in- 


tended for market plungers. 


In brief, the Brookmire purpose 
is to enable careful, intelligent 
individuals with money for 
investment to secure a better- 
than-average return from their 
capital, whether it be $5,000-or 
$1,000,000. 


26% Average Profit 


More complete information on 
this Service than can be given 
in this space is available upon 
request. We shall be glad to for- 
ward free upon request a special 
folder “26% Average Annual 
Profit,” showing precisely what 
this Service furnishes, together 
with a copy of a current bulletin 
discussing the investment situa- 
tion now. Use the coupon. 


A FEW CLIENTS 


Financial 


Bonbright & Co. 

M. C. Bouvier & Co. 
Brown, Shipley & Co. 
S. B. Chapin & Co. 





Dillon, Read & Co. 





B. F. Goodrich Co. 

Geo. P. Ide & Co 

Illinois Central Railroad 
Internat’al Harvester Co. 
S. S. Kresge Co. 

Long Bell Lumber Co. 
Loose-Wiles Biscuit Co. 
Pennsylvania R. R. Co. 
E. R. Squibb & Sons 
Standard Oil Co. of N. Y. 
The Texas Co. 

The U. S. Casket Co. 
Western Electric Co. 
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Oper your new becklet, 
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) DY vous invest ment. Service, 
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‘26% Average Annashece ‘i 
nd information explaining the scope, record aed pur- 








Equitable Trust Co. 
Fed. Reserve Bk., Chi. 
Guaranty Trust Co 
Hayden, Stone & Co. 
W E. Hutton & Co. 
A. B. Leach & Co. 
Northern Trust Co. 
Paine, Webber & Co. 
The Peoples Trust Co. 
Seaboard Nat'l Bank 
Seattle National Bank 
Spencer, Trask & Co. 
S. W. Straus & Co. 





